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. SALIUTINE SECRETARAY
ACTION MEMORANDUM FOR THE ADMINISTRATOR

THRU ¢ ES
THRU : A-AA/PPC, Mr. Larry Smucker ‘v
FROM : AA/NE, Alfred D. A

SUBJECT: Avthorization of $75 million to USAID/Egypt for the Provincial
Cities Development Project (263-0127)

Problem: Your approval is required to authorize a grant for $75,000,000 in
life of project costs to the Government nf Egypt for the Provincial Cities
project (263-0127). The project improves and expands the institutional
capacity of the Governorates and cities of Menia, Beni Svef and Fayoum to
identify, plan for, budget, finance, design, construct, and maintain urban
infrastructure and services.

Discussion: The project supports the Govermment of Egypt's policy objective
of economic and administrative decentralization fostering growth poles and a
pore effective urbanization process at the secondary city level. The decen-
tralization policy is based on the assumption that increased local govermment
responsibility for development activities will result in a more equitable,
self-sustaining, and a more efficient development process relevant to both
national and local interests. In the context of this project the financial
and institutional capability of local govermment units will be expanded as a
result of experience gained in the allocation and utilization of resources to
carry out local urban development programs. This experience will be guided by
training and technical assistance in the identification and execution of urban
infrastructure projects, and in the conversion of local resources into funds
for their maintenance and operation, that meet the felt needs of these cities
primarily low-income residents. In supporting the execution of thete tasks at
the local level, the project seeks to slow the growth of national bureaucracy
in the name of local development.

Programs in urban infrastructure services have been identified by each city
and by the project design consultants as having the highest, initial

priority. Therefore, the project will concentrate on developing the water,
sewer and street systems of the three cities. The project allocates
$20,000,000 per city, out of the total $75,000,000 for capital expenditures in
this domain. Technical assistance is budgeted at $10,000,000, and $15,000,000
is earmarked for yet-to-be-identified future subprojects and contingencies.

The project paper for this $75,000,000 grant was reviewed and approved by the
Near East Advisory Committee (N.E.A.C.), on Avgust 6, 1981. To the grant
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auvthorization the N.E.A.C. added both a Conditiun Precedent and a Covenant
‘ensuring that maintenance and recurrent operating costs for infrastructure
funded under the project would come to be assuwmed by the Govermment of Egypt.
The appropriate congressional committees were notified of A.I.D.'s'intention -
to make this grant to the Govermment of Egypt and no objections were received
during the waiting period that ended August 27, 198l1. There are no human
rights issues under Section 502B of the Foreign Assistance Act which would
pteclude provision of this assistance.

The project parer is attached for youé information.

Recommendation: That you approve the $75,000,000 grant by signing the
attached project authorization.

Attachoents:

l. Project Authorization (263-0127)

2. Envirommental Determination

3. Procurement Source Waiver for local cost funding of commodities
4. Provincial Cities (263-0127) Project Paper

~*Addendum to Action Memorandum
Clearances:
NE/TECH, LPReade ')L Date g\w 8’
NE/EI/E, GGower Z4 Date
NE/DP, BLangmaid ) Date
GC/NWE, TCarter ~—7C_// /% Date

GC, JBolton ./‘ue/{;’Z Date S/357 |€/
DAA/YE Alhite ¢ (R, Date -

AAA/PPC/PDPR, JEriksson rg'M“- Date.—.v,&;—gm




Addendum to Action Memorandum

During Project implementation, steps will be included to
assure that each subproject will be preceded by adequate
engineering design (including consideration of environmental
factors) economic analysis and cost estimates.
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SUBJECT:

Near East Advisory Committee . DATE:  uly 30, 1981

NE/TECH, Mr. Lewis P. Reade’

NE/TECH/SARD, Robert Mitchell
Project Review Committee

Provincial Cities (263-0127) Proj
The NEAC is scheduled to consider the attached PP and accompanying
Issues Paper on Thursday, August 6 in Room 6439 (See Agenda)

Atachments: As stated

Distribution: Project Review Committee

A/AID, Mr. M. P. McPherson NE/TECH/SARD, Mr. J. Lewis (Chairman)
AA/NE, Ms. W. A. Ford NE/TECH/SARD, Mr. R. Mitchell
D-AA/NE, Mr. A. White GC/NE, Mr. J. Kessler

AA/NE, Mr. E. Vinson S&T/UD, ‘Mr. W. Miner

NE/DP, Mr. B. Langmaid NE/PD/E, Mr. D. Painter

NE/PD, Mr. S. Taubenblatt NE/EI/E, Mr. B. Porter

NE/PD, Mr. R. Bell NE/DP/PR, Mr. S. Chernenkoff

NE/TECH, Mr. L. P. Reade NE/DP/E, Ms. E. Baldwin

NE/TECH, Mr. A. Y. Wilburn NE/PD, Mr. L. Rosenberg

NE/TECH/SARD, Dr. P. Benedict -
NE/PD, Mr. L. Rosenberg

‘NE/PD, Mr, S. Lintner

NE/PD, Mr. J. Habron

GC/NE, Mr. J. Kessler
NE/PDAMs. G. Shivers

NE/EI, Mr. G. Kamens

NE/EI/E, Mr. G. Gower

PPC/WID, Ms. P. Goddard

. CM/ROD/NE, Ms. K. Cunningham
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k

SER/COM/NE, Mr. R. Looper
A-AA/S&T, Mr. C. Farrar
S&T/DIU/DI, Mr. B, Ashton
S&T/IT, Ms. L. Mogannam
NANEAP/PC, Mr. R. Taylor
OPTC/PC, Mr. J. Beauter
AAA/PPC/PDPR

PPC/PB

AA/S&T Designate Dr. N. C. Brady

Bay U.S. Sevings Bends Rugularly ou the Payrsll Sovings Plom



ISSUES PAPER

EGYPT: PROVINCIAL EITIES (263-0127) PROJECT PAPER

The PRC met on July 27 to review the Project Paper for Provincial Cities.
In addition to three issues, the Committee also brings four other observa-
tions to the attention of the NEAC.

ISSUE 1. Should AID Provide Local Currency Funding for 0&M Operations?

Discussion: AID will fund $2.4 million equivalent in local currency for
0&M work; the GOE will supply $1.2 million equivalent (p.33). AID and

GOE funding For C&M go up after the third year, rather than trail-off, but
the 2.1 ratio is constant over the five-year LOP.

It would be possible to switch the $2.4 million in U.S. contributions to
capital costs and the GOE in turn switch its contributions from capital to
0&M. The Mission, however, informs the PRC that there are two reasons for
the pre 1t exception to Mission practice on 0&M financing:

(i) 0&M refer primarily to rehabilitation, which the Egyptian budget
system covers under Bab II. A sizeable but unknown portion of
the present project will be for rehabilitation work--that is, for
0&M.

(1) Providing local currency for Bab II expenses gives the Mission
much greater control over the design and execution of planning and
training activities to take place under this project.

No Recdbmmendation: The PRC has no recommendation to make on local currency
funding of 0&M activities, but the committee feels this matter should be
brought to the attention of the NEAC.

ISSUE 2: To What Degree Should the Project Require a GOE Commitment to Higher
Tariffs and Financial Viability?

Discussion: The long-range systems planning for the water supply and sewage
systems in the three cities will serve as the basis for detailed feasibility
studies, including the technical, economic, social and financial elements of
project design. At the present time, the PP does not provide any principle or
statement as to the financial objectives to be attained in the structure and
operation of the expanded utilities. It would appear appropriate that, con-
sistent with the decentralization concept underlying the project goal, that the
water supply and sewage systems be designed initially to provide a high degree
of financial independence in meeting operating and maintenance expenditures
(plus debt service, if relevant) without necessitating central GOE budget al-
locations.
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Recommendation: That the Project Agreement include a covenant by the
GOE agreeing to the principle of financial viability briefly noted
above. That the approval and financial participation by A.I.D. in the
expansion subprojects be contingent upon the preparation of a staged
program to generate revenue, primarily from tariff (user charges)
agrecable to A. I D.'that is consistent with this financial objective.

ISSUE 3: What Provision Should the PP Provide to Assure Compliance with 611
(a) Requirements?

Di-scussjon: The PP notes the weakness of both the municipalities and the
governorates with regard to their abilities to conduct feasibility studies and
formulate and execute different tvpes of plans. In particular, it is not clear
that the Governors have the capability to decide whether subproject proposals
are good or bad. This weakness raises questions about whether the subproject
activities will be developed in a way to meet 611 (a) requirements. 611 (a)
requirements for program budget projects are met in several ways--for example,
by clearly establishing subproject selection criteria (with specified economic,
financial, technical, social, and administrative feasibility requirements), by
project implementation procedures, or by assigning responsibilities to a compe-
tent intermediary institution. The American consultant is to perform some
certification functions by helping contract for feasibility studies. But the
first subprojects will be initiated before the arrival of the consultant and
will not benefit from these studies and, again, there is no zvidence from the
PP that the Governors have the capability to assess the appropriateness and
feasibility of subprojects.

Recommendation: The PRC discussed the advisability of requiring, through
a covenant or CP, the development of subproject selection criteria ac-
ceptable to AID that the steering committee would use to certify the
feasibility and appropriateness of subprojects (see comment 3 below re-
garding the steering committee). The PRC did not arrive at a recommenda-
tion on this matter, but felt it should be brought to the attention of
the NEAC.

ADDITIONAL COMMENTS

Comment 1: Mission Management

Although the project will use FAR procedures, it appears there will still be a
sjzeable number of other contracts requiring the time of Mission management,
contract officers, and legal staff. This work load is not an issue relating to.
the present project, but the PRC felt that the manpower implications of the
project for the Mission warrants being brought to the attention of the NEAC.

Comment 2: Evaluation

The PRC reminds the Mission that the proposed evaluation should give attention
to the project's purpose (capacity-building), that a scope of work for the
evaluation is needed, and that the PP does not indicate how the evaluation
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results will be used by USAID and the Steering Committee--that is, whether
funds will be reallocated, whether guidelines will be changed, and whether
there will be some redesign. The PRC felt that evaluation and the uses to
which evaluation results will be put will serve as a "test" for the ac-
ceptance of T/A--that cities that fail to build their capacity -will lose
funds to the other cities that show more progress in utilizing their T/A.

Comment 3: Steering Committee

The PRC felt that the Mission needs to more clearly identify the policy
coordination and certification responsibilities of the Steering Committee
as well as the support services (and Secretariat) to be provided it.

Comment 4: Grant Application

The PRC reminds the Mission that the Grant Application is missing from the
PP.
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ORGANIZATIONS

A/GOSD
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MOF
MODHLR

MOP
NIB

ABBREVIATIONS AND ACRONYMS

Alexandria General Qrg. for Sanitary Draihage
Arab Republic of Egypt

Central Agency for Public Mobilization and
Statistics

Development Resources & Program Support / Urban
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Government of Egypt .
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Planning Research
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General Organization for Potable Water

Ministry of Economy

Ministry of Finance

Ministry of Development, Housing and Land
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Ministry of Planning

National Investment Bank
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UNDP
USAID
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Water and Waste Water Projects

UK Overseas Development Agency
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Project Implementation Unit
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Project Steering Committee

Public Water Company

United Nations Development Program

U.S. Agency for International Development

GOE Budget Categories / Allotments
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PROVINCIAL CITIES PROJECT PAPFR
2363-0127

l. Sunmry and Recamendations

a. Project Title: Provincial Cities Development

b. Project Nuwber: 263-0127

¢. Grantee: The Goverment of Egypt

d. Coordinating Agency: Ministry of Planning

e. Impleventing Agency: Governorates/Cities of Beni Suef,
Menia and Fayoum

f. Awount (Grant): U.S. $ "5 million
QE: $ 25 million

g. Life of the Project: Five years

h.  Tota) Project Costs: $ 100 Million

I. Goal: To assist QOE achieve policy objectives in financial

and adninistrative decentralization.

j. Purpose: Inprove and expand institutional capacity of the
three governorates of Beni Suef, Menia and Fayoun and their
capital cities to identify, plan for, budget, finance,
construct, and maintain-urban infrastructure and services a
the municipal level.

K. Projeet Description: The project will provide funds for
technical assistance in local administration and the design
and construction of infrastructure projects, particularly i
the arvea of water and sewerage. The latter primarily will
encaipass needed improvenent of and extension of existing
water systems, and waste water facilities to meet the needs
the growing population through 1890. Early impact projects
will be initiated in street improvements.

IT. DEIAILED PROJECT DESCRIPTION

A. Backe round

Two important structural changes taking place in Egypt, rapid
trbanization and decentralization of government to local levels, provide
the inpetus for this project.

~gypt is steadily becaning an urban society from a natural population
increase, as well as rural migration. The cities of Egypt, especially
tairo and Alexandria are growing rapidly. . It is anticipated that by the
vear 2000, nearly 70 percent of the population will live in urban areas.

This trend has major implications for the Government of Egypt and local
fovernments in tems of meeting increased demands for publie services,
und strategies must be developed to deal with these demands.
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Anong the strategies is the strengthening of local govermments both in
tenns of authority and in skills to nunage the urban growth and provide
essential public services. The Govermn:nt of Egypt has initiated the
decentralization of authority to local government levels through a number
of laws which will assist in this process. In thcory, these actions have
increased the authority of locel governnents to make decisions and act
upon then without central government intervention. In actuality, it will
take more than mere legislation to change the practices and attitudes -
which have dcveloped from having a long - standing centralized
government. local govermients must begin to practice and test the newly
acquired powers which have been legislated until they gain the confidence
and experience necessary to carry them out effectively. )

About a year ago, USAID had a series of meetings with the Minister of
Planning and his senior staff regarding the possibility of a ecoordinated
capital and technical assistance program in the larger secondary cities
of Egypt. At the suggestion of the Ministry of Planning, it was agreed
to explore the possibilities for such a program in the Northern Upper
Egypt Regional Planning Area, which includes the Governorates of Menia,
Beni Suef, and Fayoum and capital cities of the same name, each with
populations exceeding 125,000, A meeting was convened in Menia, which
included the Minister of Planning, the three governors, a representatijve
of the Ministry of Local Guvernment and USAID representatives, to discuss
the further development of program ideas centering on decentralization
and urban developnent.

The purpose of the meeting was to explore ways to strengthen the capacity
of the three provincial cities to discharge their increasing
responsibility in the areas of public infrastructure and services end to
seek the views of the governors on decentralization and urbanization.

The governors summrized their views by stating that the people in their
governorates have a need to feel the benefits of development. These
expectations were divided into three catagories.

a. The availability and improved quality of public services;
b. The availability of basic camodities; and
c¢. The prospects for increased incame.

The proposed project focuses on the first of these categories.

The governors were informed in May 1980 that USAID, in cooperation with
the Ministry of Planning was proceeding to select_a consulting firmm to
assess needs in the three capital cities. A contract was awarded to P.B.
Sabbour, a joint venture of the U.S. finmn, Parsons, Brinckerhoff and the
Egyptian fimn, Sabbour. Work was begun in September 1980 and the final
report submitted in March 1981. In its study, P.B. Sabbour reported that
officials in eaeh of the three governoretes and at the municipal level
overwhelmingly stated that their most eriticel needs were in
infrustructure with inproved water and sewerage systems as the highest
priority followed by an expansion and improvement of the city street
network.
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B. Program Strategv and Objectives

1. QOF Quijectives---Decentralization:

The QOL's camnitiment to decentralization of administrative and
governnental authority and its objectives were stated in an explanatory
manorandum  which preceded the issuance of the latest legislative
initiative in this area, Local Governnent System Law (Law 43 of 1979).
Among the laws more important objectives are:

a) The need to develop the capacity of local governnents in order to
allow for the transfer of centralized authority to local
govermments, and

b) The need to encourage local goverment units to solve problems
locelly.

The Provincial Cities Project will address the efforts of the central
government at decentralization by supporting and strengthening the
analytical, managerial, and financial capabilities of the three
governorates and their capital cities and by planning and implementing
infrastructure inprovamnts.

2. Overall USAID Strategy--Relation to QOSS:

The 1982-86 Q)SS includes decentralization as a major objective of USAID
strategy in Egvpt. This is consistent with the QOL's own objectives.
The (LSS also notes that a central management concern is the
over-centralization of planning, design, and delivery of public

services. USAID's primary objective on the managoment side of social
services is to support and accelerate QOE efforts to decentralize both
its technical and financial managanent. The intent is to finance locally
targeted capital investments in basic infrastructure, particularly
potable water and sewer improvements in the rural areas and secondary
urban centers of Lgypt. This represents a basic shift in the focus of
social infrastructure investinents towards a new range of targets
including the secondary cities in the rural governorates, district towns,
and villages. The (SS maintains that "this is a natural sequel to very
substantial investments..... which are being made to Ceiro and
Alexandria....it is alsc a natural outgrowth of the strategy regarding
decentralization, and, finally, it is mctivated by a recognition that
considerations of social and econamie equity warrant particular attention
to social investnent in those areas which have been under-represented in
(LE investinent allocations."



3. USAID Xelated Project Activities

The Mission currently is addregsing both urbanization and
decentralization with a variety of separate and interrelated projects and
studies.

a. National Urban Policv Study

This activity is directed towards analyzing settlemen% patterns for the
entire country and is being designed to assist the GOE develop a National
Urban Pclicy through the year 2000.

b. Informal Urban Housing Sector Study

An irdication that rapid urbanization has overtaken the ability of the
government to meet social needs is the growth of the "informal housing
sector", i.e. growth without government sanction. It has been estimated
that over 70% of recent housing construction takes place in this sector.
The objective of this study is to analyze the physical and financial
characteristics of the informzl housing phenomena to assist the GUE in
planning a strategy fcr the future development of the informal houeing
sector.

¢. Land Use/Infrastructure Develcpment

A major problem of rapid urbanization is the consumption of land without
planninj; for its presert and future vse. This study has made an
inventory of vacant lard in Cairo ard charted the patterns of growth.
Recommendztions for the development of these lands will be made and it is
anticipated that a PID will ke submitted in early FY 82,

d. Develogment Decentralization I (DDi)

Developinent Decentralization I was authorized in 1978 and currently
provides n=2arly $12 millien for lending to village councils for income
producing cooperative projects.

e. Rasic Village Services (BVC)

The Basic Village Services Project authorized in August 1980, provides
$145 million ($70 million LOP funding, plus another $75 million PL
480-Title III proceeds) to expand the capacity of nine Governorates and
some 500 rural villages throughout Egypt to develop and implement locally
selected, infrastructure projects.

U
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f. The Decentralization Support Fund

The Decentralizaticon Support Fund Project was suthorized at the same time
as the BVS project. This project provides $50 million for the 21 rural
governorates to purchase the capital equipment necessary to expand and
maintain local government services in such areas as sanitation, health,
transport, etc. based upon their own perceived needs.

These two separate themes - urbanization and decentralizat:ua - are
merged in the Mission's Provineial Cities Development project and the
Neighborhood Urban Services Project.

4, Other Donors Related Activities

Many nulti-lateral and bilateral donors are contributing to a variety of
activities in urban and rural development in Egvpt. Two of these
activities are of particular interest to USAID's efforts relative to
local government.,

Since 1575, the UNP and the United Kingdan's Overseas Development
Adninistration have supported technical assistance projects in the Canal
Citics/governorates: Isnnilia, Suez, and Port Said. The project goal
has becn to aid in the decentrulization process by building the capacity
of local government to manage its own developinent.

Another significant effort for this project comes as a result of a recent
(1980) World Bank study concerned with the Provincial Water Supply
Project carried out by a joint venture of two British fims, Binnie and
Partners, and John Taylor and Sons in conjunction with an Egyptian
consulting finn, Dr. A. Abdel Wraith and Coopers and Lybrand. The report
exanined the needs of potable water for provincial Egypt, excluding
Alexandria, Cairo, and the Canal Cities. Most carefully studied were the
governorates Beheira and Kafr El Sheikh. Anong its reconmendations were
for the QUE to establish:

- A High Council for Utilities, chaired by the appropriate
Minister to set out coordinate policy guidclines for all water
utilities and related water resource bodies.

- A National Water Authority (NWA), to coordinate policy making
and planning in the provincial water industry including
setting standards and regulations and providing technical
services. - ‘ -t

- Public Wuter Conpanies (PW) - owned 70% by the governorate
and 30% by the M\A. The PWCs would opérate as independent
utilities detemning costs and setting rates camensurately.
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- Project Implementation Unit (PIU) - to be set up within the
Ministry to manage the overall effort and to eventually be
absorbed along with - the General Organization for Potable
Water (GOPW) as part of the NWA.

Among the recent developments with regard to this project are:

- Presidential decree # 197 of 1981 has been signed establishing
the National Organization for Potable Water and Waste Water
Projects (Annex K).*

- In decree # 198 of 1981 the Beheira Water Company, with
ability to set rates and retain revenues, has been established
and will be functioning by July 1981.

- A PiU unit in GOPW has been formed which will carry out the
proposed project.

C. Problem To Be Addressed

Although the decentralization of responsibilities to local governments
over the past five or six years has been substantial, the process has
been limited to some degree by several factors. First, there has been
some continuing resistance on the part of ministries and central
organizations to relinquish their prerogatives. Second has been the lack
of, although growing, capacity of the local governmental units to fully
plan for, implement, operate, maintain and manage their own activities.
Finally, budgetary resources, for both capital investment and operations,
has fallen short of actual needs of local government to expand their
services relative to population growth. The larger provincial cities are
no exception to the above. -

The study done by the consultants covering the three cities selected for
this project, Fayoum, Beni Suef and Menia, indicates that none of these
cities has undertaken any long-term comprehensive systems planning for
their infrastructure needs, particularly at this relates to streets,
water and sanitation, and that the operation and maintenance of their
infrastructure needs to be substantially improved. Yet all three cities
have indicated that expansion and improvement of their infrastructure is
a high priority.

The consultants confirm that the water and sewer systems are totally
inadequate in terms of their capacity and condition to serve the minimum
needs of the cities. The street network system in all three cities is
generally of poor quality and covers a very limited area. Electricity is
handled by the regional electric authority and is not considered to be a
high priority problem. Housing, which is considered to be a major
problem, will not be addressed in this project except indirectly through
provision of services. Therefore, this project will concentrate, at

Subject to revision of title
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During project design work this became even more aprarent. It
also became apparent that the decentralization of water supply
development and operation, onc of the twe highest pricrity
public service area. identified hy Menia, Beni Suef and
Fayoum, had proceaded on anothcr front as described earlier in
the World Bank project to finance governorate level water
companies which will absorb municipal systems.

Therefore, this prcject, as now designed, will take thi=s into
account by providing some technical assistance at the
covernorate level and will recognize that the technical and
capitz] assistance for water supply improvement and expancion
may evertually accrue to a governorate wide water coipany.
This is considered to be consistent with the overall goal of
decentralization. Desicn werk has also resulted in the
inclusion of high priority (ity streets as part of the project
firancing in order to enable implementation to proceed more
rapidly and evenly. As mentioned above, other high priority
items may be included to be responsive to city needs.

Technical Assistance

The U.S. technical assistance will be provided under a direct
AID contract with an American firm or firrs in association
with Egyptian A/E and/or management firms to provide
engineering, planning and financial management services as a
general consultant. The technical assistance will be designed
to improve and increase the capacity at the local level to
develop and implement the necessary social infrastructure
required by the three cities. Egyptian firms will be
responsible for engineering design and supervision of
construction for subprojects. Contracting for these services
will be done by each city independently.

As the general consultant, the firm will undertake some work
directly and advise and assist each of the involved
departments in other components of the work. The basic
framework of the contract will be a team of American and
Ecyptian resident advisor at the municipal level but who will
also work with elements within the goverrorate. These
resident advisors will be generalists who will assist across
the board and will also act as liaison with the specialized
experts to be furnished under the contract.

Because of the importance of gettina work uhderway on
comprehencive systems planning in water and sewers and the
more sophisticated nature of this work the general consultant
will directly undertake this work. ‘The consultant will also
provide specialized short term expertise along with the
resident advisors to assist the technical departments of the
cities in tha following:

8]
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least initially, on the arens vhich the cities have identified as highest
priority, inproving und developing the weter, sewer and street systens of
the three cities. It will, however, leave the option open for possible

other city capital needs if a particular priority situation should arise.

D. Project Goal and Purpose

The goal of this project is to assist the COE to achieve its poliey
objective of economic and adninistrative decentralization and to foster a
more effective urbanization process at the secondary city level. It will
help to expand decision nuking cepacity on the broadest possible basis
throuch providing local govermment decision makers with experiencé in the
allocation and utilizaticn of resources and in developing the financial
and other mechanisms to carry out their development programs. Such
decentralization is based on the assurption that inereased local
government responsibility for development activities will result ina
more equituble, sclf-sustaining, and, hopefully, a more efficient,
development process relevant to both national and local interests.

The specific purpose of the Provincial Cities Developnent Project is to
inprove and expanc the growing institutional capucity of these
goveraorates und cities specifically to identify, plan, budget, finance,
design, construct and maintain urban infrastructure and services at the
nunicipal level.

E. THE PROJECT

l. Ieseription:
a. General

The project will entail both technical assistance and capital
assistance, including costs for studies, engineering design
and supervision, at the local government level, both to the
governorate and to the municipality, in Menia, Beni Suef and
Fayoun for public service infrastructure development,
primarily streets, water systems and sewerage systems. The
Grant Agreanent will be flexible enough to permmit other items
to be financed, i.e. health or canmunity centers, if a high
priority need should arise. The aim is to be responsive to
needs at the nunicipal level as perceived by the
municipalities themselves provided the, identified needs are
consistent with sound social, econanic, and-engineering
considerations.

As originally conceived in the PID, the project was intended
to fbous its efforts directly at the city level although
recognizing that certain decisions and resource control take
place at the governorate level. It was also recognized that
the degree of governorate involvement varies in the different
governorates depending on such things as the governor himself
and on staffing capabilities.



Preparing tne scopsz of work, selecticn of consultants and
contracting for feasibility studies and for preparation of
final designs, cost estimates and bid/contract documents for
those projects selected to go forward. Will also assist the
cities in supervising this work and in reviewing the final
product.

Preporing the scoprs of work, assisting in the selection of
Fgvptian consultants and contracting for supervision of
conctruction for those projects sclected to go forward.

Accicting in the bidiling process, reviewing bids, ascisting in
selecting the contractor and the contracting for the
construction of individual projects.

Preparing svecifications, bid docunents, reviewing bids,
recommending awards ané contracting for msjor items of
equipment, i.e., water treatment plant ecuipment, if necessary.

Doing a detailed acsessmant of the technical/enjineering
cepabilities in each city, recommending a specific training
procram, and assisting each city in carrying out the training.

‘Assisting in. the improveirent of operating practices relative
to maintenance of the water, sewer and street systems.

Assisting in the improvement of management and administrative
practices relating to organization, planning, information -
svstems, personnel management and financial management of
infrastructure services. 'Of particular importance in this
category is the establishkment of cost accounting systems,
improvements in the budgetary process and the introducticn of
more realistic charges i.e. what revenues for water should be
and what the city might expect to charge, perhaps recommending
a phased approach over some period. Management information
should include relevant socio/economic data necessary for
planning and setting charges.

It is anticipated that there will be a headquarters office of
the general consultant located in Cairo to coordinate the
activities and programs among all the interested parties. In
addition to the staff in Cairo and the long-term resident
advisors in the cities, short-term expertise will be provided
as reguired. N

c. Capital Assistance

Joder the decentralization goal of the project the capital components to
e financed urder the overall project will not b2 determined until the
project is underway. An order of magnitude projection of each city's
needs in streets, water and sewerage until 1990 was contained in the PB
Sabbour report and is outlisted in Section III, A and Annex M. The
proposed AID financing is within the projection of needs.
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In providing the capital assistance a system will be ectablished to
éetermine the criteria and procedures to be applied in the selection and
execution of sub-projecte financed under the project. This will assure
that feasibility studies includirg preliminary engineering, financial
information ard reasonably firm cost estimates are available before a
decision is made to go forward cn a sub-project. The feasibility studies
will also include economic and social considecrations, maintenance
capacity, availability of support requirements such as power and
environmental considerations. Costs for such feasibility studies as well
as the costs for final design and supervision will be part of the capital
componant of this rroject.

The P.B. Sabhcur report recommended that mzjor new projects, including
treatment plants for water and sewers, not he undertaken until long term
systems plans for water and sewer have been completed. These long term
plans, to be done by the general consultants, will form the basis for the
feasibility studies in water and sewers described aimve. Such a process,
however, while constituting an economically ana technically sound
approach, obviously will take time before any physical conctruction gets
underway.

At the time the PIL was prepared, it was thought that each of the cities
had certain high priority water and sewer projects ready to go and that
only financing was lacking. On the assumption that these sub-projects
would clearly fall into any long term systems plan, they were to
constitute the initial project financing. However, during the project
design it has turned out that there are no projects of this nature ready
to go. )

In order to get some physical components of the project underway as
quickly as pcssible as a demonstration to local government officials of
the GOE's responsivness, the project design team developed a series of
quick impact sub-prcjects which will be ecoromically and technically
sound, which are considered high priority by local officials, and which
can get off the ground guickly.

These sub-projects will include street paving, rehabilitation of the
existing water and sewer systems, and construction of high priority new
access ronads, water distribution and sewer collector networks. One of
the highest priorities will be to perform a leak-detection analysis,
testing and repair program to reduce substantially known or suspected
potable water losses in each of the cities water suprly systems. These
projects will be appraised initially by USAID staff as to their economic
and technical adequacy to encure that they will clearly fit into the
longer term systems. *

By including a substantial element of street paving and new street
construction in the project to supplement financing for the water ard
sewer systems the total size of the project has been expanded to $100
million including the GOE contribution. As mentioned above, the Grant
Agreement will permit the financing of other components of public capital
projects if determined to be of high priority during project
implementation.



2. Cost

The exact comcosition of the capital components of the project has not
been agreed to at this time. The breakdown between cities, however, has
been initially set at $25 million with $10 million for A/E consultant
contracts for U.S. and Egyptian firms.

An illustrative breakdown of the prcject is shovm below:

$Million
Technical Assistance (U.S. & Egyptian A/E) ‘ 10.0
Menia 25.0*
Beni Suef 25,0%
Fayoum 25.0*
Othar unallocated sukprojects plus a reserve 15.0
for centingencies and inflation
$ 100.0

3. Implementino Agencies

The respective city goverrments working through various departments will
be the primary imglementing agercies involved in the proposed project.
This will include the engineering department (water, sewer, streets) as
well as the planning, budgeting, financial and personnel functions alorg
with the executive council (headed by the mayor) and the elected

council. Recognizing that the governorate plays a very strong role in
each instance in supervising municipal activities and, in some cases,
providing staff supcort, the governorate operations, which have a similar
structure to the cities, will be involved in and bencfit from the
project. The analysis of these relationships and the organizational
beneficiaries are cescribed in detail in Section III B and Annexes G, and
0.

From the central government level, the Ministry of Planning will be the
key agency. Representing its interests at the governorate level will be
the Regional Planning Office, physically located in Menia, and covering
the Northern Upper Egypt Planning Area (Menia, Beni Suef and Fayoum). A
Project Steering Committee (PSC) for the project will be established by
the Ministry of Planning and will include other involved central
ministries and agencies as well as the three covernors or their
representatives.

* Adjustments in allocations among each city may take place during

the life of project, particularly given incremental funding that will
occur.
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F. Achievenent of Obicctives

1. Current Situation

The public infrastructure developnent und operation of each eity is
approeched, in the first instance, through the annual budgetary
process. 'The city excecutive council, headed by the mayor, prepares a
list of itemus which it wants to finance during the coming fiscal year -
without guidance from the centrel government. The budget planning is
done without the benefit of plans and sarewhat general cost estimates.
These proposals are approved by the elected city council, and forwarded
to the governorate level which has a similar organizational make-up.
They are then incorporuted into the overall governorate budget for
submittal to Gairo.

The fact that the capital as well as the operating budgets have two major
caiponents (the headquarters budget which is under the econtrol of the
governorate and various "directorate" sub-budgets) camplicates this
exercise. The directorate sub-budgets are coritrolled by the :
representatives of various central line ministries who are located at ell
levels of local govermient, including the city, and serve on the -
executive councils.

Therefore, even when the final budget allocation is made from the
central goverment, only a portion is under the direct control of the
governorates. Most of the renmwinder is allocated directly to the central
ministries for use in their activities adninistered at the local level
and are subject to the decisions of the central ministries as to where
the allocations are made.

At the present time, when funds are allocated by the central government
to a local govermient for headquarters functions i.e. those funds not
controlled by the line ministries, they are allocated to the governorate
for sub-allocation to the different nunicipal, district and village
councils. In the case of appropriations for capital investments, which
are different from personncl and operating costs, all cash accounts are
maintained at the governorate level and disbursements are then made to
local government units responsible for execution of the projects.

Compounding the overall problem is the fact that the collection of
recvenues at the local level, e.g. metered water and property taxes, is
not taken into consideration by the ministries of _Planning and Finance in
allocating budget resources. That is, revenues are remitted directly to
the central goverment and the final allocation of resources to a
governorate does not relate to what revenues have been collected and
submitted either as a general matter or as related to specific
functions. For‘instance, water rates, which are set by the central
goverment, are highly subsidized and unrelated to costs. In fact, the
cities' accounting systans do not pemiit them to ascer:ain what actual
costs are for any of their services.
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t
Thus, the budget allocatlons for capitzl investment in city
infrastructure are not made within the planning context of a long term
investment plan for any of the components nor do they relate to what is

requested. .

In addition, the execution of capital projects such as water filtration

plants, sewerage treatment plants and force mains, as opposed to the less

complex distribution and collector systems, are done by the General °
Organization for Potable Water (GOPW) and the General Organization for
Sewerage and Sanitary Dralnage (G0SSD) under the directorate budget of
the Ministry of Development, Housing and Land Reclamution. Generally,
however, this execution has been very slow in the past, even when
f1nanc1ng was approved. Liaison with local personnel is usually at a
minimum. This is one of the'problems which this project will address.

There has been some precedent set by the 1980-81 capital budget for the
Menia Governorate headquarters budget which contains LE 2.4 million for
potable water supply expansion outside the capital city, an amount that
previously would have been part of the Ministry of Housing's directorate
budget. The most significant development in this regard has been the
decrees establishing an overall National Organization for Potable Water
and Waste Water Projects (Annex K)* (to eventually replace GOPW and
GOSSD) and a public water company in Beheira Governorate with World Bank
financing. While it will undoubtedly be some time before the public
water company concept ‘can be established on a national basis, it is a
major policy change. i

In summary, according to the' PB Sabbour analysis of the technical
capacity of the cities, which has been confirmed during the project
design period, there is currently insufficient technical expertise and
experience at either the city or cuvernorate level to execute the design
or construction of large and complex projects. The cities or
goverriorates are able to carry out smaller projects involving street
construction and paving, water and sewer mains and the distribution and
collector systems. There is a nucleus of competent personnel but it is
limited in number. It is this aspect that the general consultant
described earlier will address.

The operations and maintenance of the cities' public infrastructure,
including water and sewage plants, is the responsibility of each city.
With regard to street paving, standard plans and specifications are used
and appear adequate. From a management standpojnt, the same technical
personnel involved in cap1ta1 project development and execution are
responsible for operations and maintenance. Here again, the nucleus it
good but the numbers of trained personnel are short.

The result, detailed in Section III A., is that the operation and
maintenance of public infrastructure at the municipal level needs
considerable improvement. This must eccur concomitantly with any
significant capital expansion.

Subject to revision of title
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From the management side there is & basic lack of reccrcés te provide
necessary information for maragement. There is no cost accounting system
to adequately determine unit costsrelative to a particular asgect.
fersonnel management relative to infrastructure provision ané operations
mJst also be improved. In terms of planning for ard implersnting thei:
madjor infrastructure needs the cities are currently subhject to the
priorities, for both budget and implementation, of tie central government.

2. Intended Results

The project is evpected to result in a long term comprehensive capital
plan for the two major items of urban infrastructure, water and sewerage,
and 2 more rational approach to planning new street construction and
mainterance of existing streets within the cities. It is intended to do
this within the context of enhancing the cities' own capacity to develop
thzse plans ard at the same time budget for them in a systematic way. To
provide the basis for achieving this, approximately $25 million will be
provided each city to finance its priority infrastructure needs,
currently identified as water, sewdr ard streets, along with financing
Zor supplerental technical assistance.

This project will enzble the city to develop its own capability to
contract for the design and construction of work utilizing contractors of
its own choice, and, thus, gain the erxmerience to carry on these
activities in the future. It is also intended to result in the increzsed
capability of the cities to ocerate and maintain their systems at a level
not now attained.

The above intended achievements are spacific and should be attainable
aver the five year life of project. However, ijust as important ard more
Jifficult tc pinpoint are sub-goals relative to reverue generaticn. This
project interds to approach this aspect on a "best efforts" basis. It is
interded that a start will be made to address thiz other side cf the
cities' irfrastructure operation, that is, generztion of revenues
internally to finance and operate the services to lessen dererdence on
the central government. This start will entail the establishmernt of a
ccst acccunting systenm that will enable the cities to ascertain the
«Ctual cost of providing services, i.e., economic ard f£inancial; for
instanc2, what it costs to produce a cubic meter of potable water. A
realistic short term goal will be to zuantify sunsidies ard icdentify the
recipients. The eventual goal, albeit laong-term, is to have the city
’harge for, collect and retain at least a siznificant portion of these
costs in order to develop ancd operate their cwn systams. The financing
«f sewers anc streets is more difficult conceptially and may have to come
‘rom general revenues or some tvve of surchzrze. The important thing is
L2 develop a methocdoleyy.

N
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The World Bunk project mentioned above has already established the
precedent of beginning to put the provision of potable water on &n
econauic basis through the fonnetion of water campunies at the
governorate level. lleavy subsidies will still be involved but their
exact cost will be known. The intent is to have the central goverment
or governorate nuke a conscious decision as to the level of subsidies and
reinburse the water caipany. These are steps in the right direction and,
conceptually, should influence efforts in Menia, Beni Suef and Fayoum.

If e decision eventually is mede to absorb the water supplies of the
three cities covered in this project into governorate - wide water
carpanies in the futurc, the inprovements made under this project can be
incoporated casily. ’

[11. PROJECT ANALYSIS

A Technical Analvsis

1. Introduction:

This technical analysis is based primarily on work done by the
Egyptian i Pi3 Sabbour, a joint venture of the fims of
Parsons Brinckerhoff and Sabbour, under contract to USAID for
a prefeasibility study of this project. Field work during
project design concentrated on corroborating and expanding the
P3 Subbour work. 7The cities have identified water, sewer and
streets as their highest priority needs and these are the ‘
elements which PB Sabbour reviewed. This section of the
report focuses on these three elemnents.

In general, thc growth of Menia, Beni Suel, and Fayoum has
outstripped the capacity of the existing infrastructure to
provide acequute services. lach of the cities has a publie
water systean owned and operated by the city. In the case of
Fayousn the city water treatment plant is supplenented by a
(OPWV plant which was originally designed to serve the rural
areas of the governorate but part of the output is now used by
the city because of the city's needs. Each of the cities also
has scwage trcatment facilities. In both water and sewerage,
coverage is inadequate with the poorer areas of the city least
served. 7The sane thing can be said of the street system, it
being inadequate both from the coverage standpoint and in
temns of paving. The principal responsibility for streets,
excepting roads of national importance, is at“the governorate

level. None of the three cities is staffed for strect-related

work other than limited maintenance.
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Planning for future expension has been almost non-existent,
being done on un adhoc busis, primarily becsuse of the
uncertainty of funds and the leck of planning expertise.
Operation and maintenance, while in same cases remarkable in
tenns of the age of the wuter and sewage treatinent plants, is
again harwpered by budzetary probleus, the lack of staffing and
lack of planning.

Existing Infrastructure:

a. Menias

(1) Water Supplvy:

Wuter supply for Menia ecancs from three sources; the Nile
river, the ibrahimia canal, and four wells located throughout
the city. Menia's water supply was developed in three stages,
muinly in 1927, and 1964. 1In the third stage (1970 and 1973),
four wells were added. According to the P.B. Sabbour report
the 1927 filtration plant is close to the end of its useful
life. Most carponents of the 1964 pient are in good operating
condition and, with sane minor modifications and
rehabilitation, can serve for many years. Direct purping of
well water into the system without treatnent results in poor
quality in this case. Additionally, lack of treatment could
be a probluirsince pollution of wells from surrounding
conditions is possible and probable.

(2)8Seweruge:

Existing Facilities: Towige facilities for Mcriia were
constructed in the eart; 1960's and began operat.ng in 1966.

* The systan includes [our purping stations with a total

cepacity of TY5 LPS, a collection system and force mains, In
1875 a new pmping station with 270 LPS capacity and a
connection system was constructed in previously unserved
areas. New house connections in many arcas of the city have
since been made. About 35 percent of the city is now served
with sewers.

(3) Streets:

The city of Menia centained approxinately 70 kilameters of
streets in 1980 of which approxiimately 24 km. were paved.
Streets are in fuir tc pocr condition, with extensive
upgrading necded. '
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b. Beni Suef

1) Water Supplv:

Weter supply, treatment and distribution facilities wer~
developed in Beni Suef in scveral stages. The original
treatment plant with a rated capacity of 60 LPS was
constructed in 1907 and is still in operation. In 1949, this
plant wes expandcd by 100 LIS and a sccond expansion in 1975
added 50 LPS, giving a totul capacity of 210 LPS.

Filters and underground storage fram the 1907 carponent of the
plant have severe structural deterioration and are at the end
of their useful life. This facility should be abandoned and
dismantled as soon as the new plant, now under construction,
is in operaiion. A new plant with a 200 LPS rated capacity is
now under construction. Ccpletion was scheduled for January
1981 but will probably not be campleted until at least the
fall of 1981. Sufficient property exists in the plant area to
expund to a future capacity of 600 LPS. Absence of standby
puming capecity, elevated storege and emergency power will
preclude this plant from operating at its rated capacity.

The distribution network suffers f{rom detcrioration and
cxcessive pressure loss due to age and corrosion, insufficient
grid closurc'imins and snall nain sizes. Also, there is
virtually no elevated storage in the system. :

(2) Sewerage:

Sewage disposal facilities were first built in Beni Suef in
1958, and they have been extended in small inerements several
times. The principal needs in Beni Suef are to extend the
sewer system to lower incame families not currently serviced
by sewer lines.

3) Streets: The city of Beni Suef containes approximately 80
kilometers of streets of which approximately 30 are paved.
With the excepticn of the peartially built ring road, ell paved
and unpaved streets within the city are in poor condition.

c. lavoum

(1) Water Supplv:

Fayoum water is delivered fron two tredtment plants, located
on canals. Both canals draw water {rom the Nile River,
upstream of Beni Suef.
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The Kohafa water treatment plant, owned and operated by the
city furnishes 200LPS to the city. The plant was originally
constructed in 1927 and was expanded to its present capacity
in 1965.

The El Azab Plant, located southeast of Fayoum, is owned and
operated by the GORV. It serves the entire governorate area
as well as the western part of the Beni Suef Goverorate. At
present, the El Azab plant furnishes about 250 LPS to the
city. The delivery is intennixed with water from the Kohafa
plant. Construction of the original portion of the El Azab
filtration plant was caipleted in 1940 and expanded in 1963.

The Fayoum distribution system was constructed in 1926 and
expanded moderately since that time. It is in relatively good
condition cunsidering its age but needs to be upgraded to meet
present day needs.

An expansion of the Kohafa plant would firm up Fayoum City
capacity and would release 250 LPS from the El Azab plant for
use elsewhere in the governorate. The distribution system in
the Fayoum area can handle this additional capacity since it
was originally designed to convey larger flow rates.

(2)Sewerage:.

Fayoun's sewer network was originally constructed in 1936, and
the treatinent plant was campleted in 1938, Minimal expansion
has taken place since then with the exception of the addition
of sludge drying beds. Large areas of the city which are
available for development are not serviced by the sewer,
system.

Two force nuins convey the sewerage to the plant. The two
putping stations appear to be reasonably well maintained, but
maintenance at the plant was neglected to the extent that only
one-fifth of the sewage could be treated, being discharged raw
into the drainage canal. The draingge canal flows through the
north portion of Fayoum and ampties into Karoon Lake, which
has no outlet.

A new plant with 40,000 M3 per day capacity, with a flow of
460 LPS, supposedly had beén bid by (OSSD and’site clearing
cammleted. The plant, consisting of primary sedimentation,
biological treatment with mechanical aerators, final
sedimentation, chlorination and sludge drying beds was to be
in operation within the next few years, However, during
project design it was ascertained that f{inancing was not
available. .

A



(3)Streets:

The city of Fayoum contains approximately 85 kilameters of
streets of which approximately 25 are paved. The most recent
paving is reported to have been at least five years ago, and
all streets are judged to be in poor condition.

Summery Infrestructure Needs

In summary the consultant confinned that the water and sewer
systems in the three cities are totally inadequate and the
street network is generally of poor quality and covers ‘a very
limited area. PB Sabbour as part of its feasibility study
work prepared an estimate of infrastructure needs in each of
the three cities. These were done on an order of magnitude
basis for illustrative purposes because of the need to ijust
to the priority requiranents of the Governorates/cities during
the inplementation. They were slightly more detailed for
water and sewer but are more general for street requirements.
The PB Sabbour report formed the basis for the cost estimating
in this project paper. However, we recognize that carponents
may change as the master plans and subprojects plans are
developed in detail. A description of the PB Sabbour
estimates are contained in Annex P.

Capability aﬁd Availability of Personnel For
Design, Supervision and Construction

Design cepability for infrastructure at the municipal level is
aliost campletely lacking. The limited nurber of engineering
personnel of the governorates and cities are fully occupied in
the perfommance of their recurring duties and could not
undertake the added responsibilities for systen design,
preparation of specifications, and supervision that the
implanentation of this project would require.

To meet this need, a general consultant under a direct AID
contract, and Egyptian A & E finns will provide engineering,
planning and financial managenent services to the governorates
and cities. The assistance will be designed to improve and
increase the capacity at the local level to develop and
implement the necessary infrastructure~required by the three
cities. -
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Operations and Maintenance

Many of the exist}ng operating practices found in the cities
are good. In fact, a number of them are exceptionally good
given the antiquated equipment and plant and the absence of
various types of automatic recording and monitoring equipment
ordinarily found in waste and sewage treatment plants.

With respect to two of the threa infrastructure components
being addressed in this project, water, sewer and streets,
water is the most complex when it comes to operating and
maintenance requirements, followed by sewage. In general, the
operation and maintenance of public infrastructure at the
municipal level needs considerable improvement.

}

Basically the maintenance problem narrows down to a shortage
of trained professional personnel and budgeted funds for
replacement parts, supplies (including chemicals for
flocculation and treatment) and staff expenses. To address
the personnel problem, each of the cities will be required to
recruit additional technical staff who will be given training
under the supervision of the general consultant (see Annex J
draft scope of work). To ensure that there are sufficient
funds to cover the cost for replacement parts and supplies,
1-10% of each sub-project cost will be added for operations
and maintenance. Annex N provides a more detailed account of
the 0&M needs ftor this project.



-2]-

From the above discussion, it is apparent that the
requirements of repair, upgrading, provision of new plant,
equipment, spare parts, paving, resurfacing, sewer collector
pipes, high pressure water pipes, pumping stations, filtration
units for water and sewage treatment and a variety of other
tasks have been examined in detail by PB Sabbour, although not
exhaustively.

Section 611 (a) of the Foreign Assistance Act of 1961, as
amended, recuires that no obligation of funds in excess of
$100,000 may be made for a project where substantive technical
or financial planning is required until engineering,
financial, and other plans necessary to carry out such
assistance and a reasonably firm estimate of cost to the
United States Government providing such assistance have been
completed.

In the proposed project, the focus, for purposes of
determining whether the requirements of Section 611(a) (1) have
been met, must be on the adequacy of the planning which is
required to improve and expard a continuing capacity in local
units to plan, organize, finance, implement and maintain
locally chosen infrastructure projects and the methodologies
of achieving these ends. The project paper sets forth in
detail the background, analysis and chosen strategies which
reflect the extensiveness of planning which has taken place in
support of this activity and provides cost estimates along
with analyses of that data.

Although the subprojects themselves will require utilization
of some $73,000,000, they have not as yet been firmly
identified and, therefore, no specific analysis of individual
subprojects can be made prior to the obligation. In any
event, however, for purpose of Section 611(a)(l) requirements,
the primary focus of this Project is that of furthering
decentralization and, in particular the improvement and
expansion on the specified Governorates and cities of the
capacity to identify, plan for, budget, finance, construct and
maintain urban infrastructure and services. In this respect
the Project Paper goes into great detail on the background,
analysis and chosen strategy which reflect the extensive
planning which has been done to establish a system including
Government and administrative authorities under which the
subproject aspect of the project will be carried out. The
Implementation Plan establishes a system and a procedure under
which this project will be carried out; and including (1) mode
of development of criteria.for selection of subprojects, (2)
the procedures and methocs to be followed by the cities for
procurement of go~ds and services, (3) tae requirement that
short and long term comprehensive plans be developed for each
city ard (4) the Procedures for project financing ard

)
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accounting. In Annex M, illustrative estimates made by field
studies have been providead. The Implementztion Plan sets -
forth the types of subprojects to be financed and the '
associated yearly allocations and cost estimates. In
addition, the system will be evaluated and improved as the
project progresses through the techniczl assistance to be
provided.

Acministrative Analvsis

Although the roles of the organizations listed below attempt
to show interlocking relationships among each group, they are
nonetheless complicated. A fuller description and discussion
of the processes of the development of the budget requests and
its ultimate formation is given in Annex O.

The coordinating agency for the Provincial Cities Development
Project will be a Project Steering Committee (PSC) composed of
representatives from the various levels of government: the
Central Ministries, the Governorates, and the Cities. A
detailed description of the PSC's duties is provided in the
Implementation Section. The committee will review
sub-projects developed by the general consultant in concert
with the governorates and the cities. A description of
contemplatad members and their current roles is discussed
below.

Organizations I .wvolved

a. Ministrv of Planning (MOP)

The budgetary and planning process for the Government of
Egypt is both a top/down and hottom/up procedure.

Tnis central Ministry of Planning has been the key contact
since the conception of the Provincial Cities Development
Project over a year ago. It is anticipated that the MOP
will continue to play a pivotal role on the PSC.

Both the planning and budgeting functions lie at the
foundation of genuine decentralization. While local
government laws have been legislgting additional
responsibility over these functions to the local
governments, the Ministries of Planning and Finance still
play a major role in the allocation of funds to the local
level and thus, have an impact on those levels. It is for

* this reason that their coordination and advice is deemed
crucial for the success of this project.

NG



-23-

At the National Level, the National Investment Budget request
is suhmnitted to the National Assably for approval. Before
this is done, the Ministry of Planning breaks down the National
Investment Budget. Part of this budget includes the capital
suns (BAB-3) which will be allotted to the governorates for

investnent.

At the same time the National Investment Budget is being
developed, the budget process at the municipal and governorate
level is also on-going. Municipal departments prepare their
requests for the three budgets, or BABS (meaning "doors" in
Arabic; corresponding to Chapters or allotments): BAB-I
(personnel); BAB-2 (non-personnel supplies, operations and
maintenance) and BAB-3 (capital expenditures). These are
submitted to the local elected councils to be approved (see
Annex G for a description of Local Goverrnment Organization).
Only BAB-3 can be adjusted; the others remain [irm. Once
approved, the budget requests are sutmitted to the Governor and
his elected council.

The Governor goes through the same process, assembling
infonmtion and requests from all the nunicipalities in his
governorate. He then submits the approved budget requests of
BAB-1 and BAB-2 directly of the Ministry of Finance in Cairo.

On the other hand, he submits his BAB-3 request to the regional
planning officer from the Ministry of Planning located in his
governorate. The regional officer adjusts the BAB-3 budget to
fit others in the swne region and then submits the regional
B\B-3 to the MDP in Cairo.

At the National Level, the MOP trims the BAB-3 to fit the total
‘national investinent funds available, and submits this to the
People's Council for final approval. Once approved, BAB-3
funds are depositcd to the National Investment Bank (for the
first time this year) in the name of the Governorate, along
with the list of those projects which have been designated to
be funded. These funds are eammarked for specifie projects and
consequently can be carried forward into the following fiscal
years without reverting to the Ministry of Finance (the fate of
unused BAB-1 and BAB-2 funds).

W
<



b.

-24~

Ministrv of Finance

In addition to the Ministry of Planning, the Ministry of
Finance has a key role in the allotment of funds to the local
government units. At the National Level, as mentioned above,
the BAB-1 and BAB-2 budgets from the governorates are
submitted to the Ministry of Finance in Cairo. The MOF then
meets with the governorates and their elected councils to
discuss levels of funding to be authorized. These levels are
made on the basis of the Ministry of Finance's estimate of
total GOE resources and are not related to estimates of
revenue collection by the governorates.

Ministry of Development, Housing, and Land Reclamation

Under this Ministry are two organizations which are important
to this project: the General Organization for Potable Water
(GOPW) and the General Organization for Sewerage and Sanitary
Drainage (GOSSD). A description of their present functions
follows. As previously mentioned, in March, 1981 presidential
decree #197 created the new organization: the National
Organization for Potable Water and Wastewater Projects which
will eventually absorb the functions of these two
organizations (Annex K).

GOPW

This organization was formed under a presidential decree and
operates eleven regional water supply systems. It has a staff
of 760 hased in Cairo and 3100 based at the treatment plants
where it is responsible for plant and network operations,
maintenance, and customer services. In larger municipalities
such as Menia, Beni Suef, and Fayoum, which operate and
maintain their own water systems, GOPW is responsible for
project planning, design, and construction.

GOSsD

This organization currently plans, designs, and constructs
sewerage systems throughout Egypt with the exception of
Alexandria (A/GOSD) which has its own organizaticn. GOSSD
employs some 12,000 people. It is interesting to note that
GOSSD contracts to local A/E's and construction contractors
for the design and construction of major sewerage works.

X
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The Governorates,

Adninistratively, Egypt is divided into 26 governorates,
presided over by a Governor with Ministerial rank appointed by
the President. Since 1977, the country has also been divided
into eight regional planning areas presided over by a High
Conmittee for Regional Planning in each region. Members of
the camittees include the governors, the representatives of
various ministries and the head of the Regional Planning
Authority whieh is part of the Ministry of Planning, although
locally based. (It is to this regional officer that the BAB-3
budget is submitted).

To date, the major decentralization change has been between
the central ministries and the governorates, with the
governors assuning more and more control over most ministerial
departments in their governorates. Not all governors pursue
the options in this regard that the 1975 and 1979 local
goverment laws made possible (Annex 1). Yet to the extent
they have, same of the independence of the lower district and
village levels has been reabsorbed at the governorates level
in order that the latter might present a more solid front to
the center,

The Cities

Organizational charts of the cities involved in thé project
and a description of local govermment organization are found
in Annexes G and L. The head of the city is the mayor who is
appointed by the governor.

USAID

The proposed project will be the primary responsibility of the
office of Urban Adninistration and Development (DRPS/UAD). In
anticipation of the increased workload represented by a number
of new urban projects: Cairo Water and Sewerage; Alexandria
Sewerage; Canal Cities Water and Sewerage; and Provincial
Cities Development, this office currently is being reorganized
to increase both its capital loan and engineering capacity;
the latter will include engineering disciplines in the fields
of civil construction, sanjtation, andethe enviroment.

It is anticipated that the project will be monitored by a
full-time project officer, assisted by an engineer. The
proposed project is presently being backstopped in Washington
by NE/THA1/SARD which also backstops other decentralization
projects, anong them: Basic Village Services;
Decentralization Development *l; and the proposed Neighborhood
Urban Services.
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2, Capacity of the Governorates and Cities to Manage Projeoct
Financial Minaganont

All governorates and city administrations have accounting systems
and personnel sufficient for budget and expenditure control.
These administrative units are capable of managing the project
funds to be provided. Although these departments are oriented to
book-keeping and expenditure control, they are well-organized and
properly munaged. The head of each departnent is a Ministry of
Finance appointee with appropriate expertise. An independent
Ministry of Finance audit staff is located in each governorate and
conducts both routine and non-routine audits.

Law 43 of 1979 (Annex I) established the right of the local
govermment units to have special accounts to which funds from
foreign donors and other sources could be depcsited, by passing
through the usual budget process. This project proposes to make
use of the special account system for direct deposit of project
funds (see Financial and Implementation Analysis). Currently
these accounts are used to finance local development projects
which are financially self-sufficient.

A separate account is maintained for each project and has its own
accountant. The money is kept in local banks and is not subject
to reversion to the Ministry of Finance. Computerized daily,
monthly, and yearly balances and ledgers are maintained. Although
this is the early stage of development of a financial informmation
systan, it recognizes u need on the part of local officials to
obtain faster and more accurate financial infornnation. Technical
assistance will be provided in the arcas of cost accounting,
utility fund managovent, and financial infommation systams.

Technical Capacity

A major carponent to the successful implementation of this project
is the role that the general consultants will play with regard to
the physical camponents of the project and their work with the
cities technical departments.

The engineering and technical staff at the municipal and
governorate level is limited in numer (see Annex G). The present
stuff seems capable of supervisjon of consiruction at current
levels. lowever, any najor expansion of these programs would most
likely end in an over-load of the ability of the current
organization and staff to assure proper construction practices.
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Except in highway, street, and road construction, there appears to
be insufficient technical expertise and experience available at
either the governorate or municipal level to execute larger and
more complex projects. Such responsibilities still revert to the
central government agencies. Under these circumstances, wide use
of consulting personnel during both the project planning and
execution phases will be required to assure adequate plans and
specifications as well as conformance to these specifications.

The general consultant, working with the cities and with Egyptian
A/E firms will provide this capability.

Availabilitv of Public and Private Contractors

Engineers

There are no major consulting firms in any of the three cities to
provide design services, preparation of specifications or
supervision of large-scale undertakings. Under the concept,
however, to be applied to this project, the municipalities, with
the assistance of the AID-funded general consultant, will contract
with larger Egyptian A/E firms for feasibility studies, design and
supervision. Firms selected will probably be Cairo-based ard of
adequate size and experience to take on the type of work
contemplated. USAID engineering review indicates that such firms
are available and that this aspect of the project should not be a
problem. The important factor will be the development of scopes
of work, let:-ing of contracts, and the supervision of those
contracts. An assessment has been made that the contracting
procedures within each city and governorate are adeguate,
time-tested, and firmly adhered to.

For those components of the work, such as the design and
supervision of construction of a water treatment plant, it is
intended that an American firm will be used. Conversely, Egyptian
A/E's will associate with an international firm to supplement
their staff.

Construction

Both Menia ard Fayoum have contractors with adequate capabilities
to carry out some of the small sub-projects envisioned in this
project. On the other hand, Beni Suef relies upon Cairo-based
contractors since it had no local firms. Some of the same
arrangements discussed above may be necessary to carry out the
proposed sub-projects.
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C. Berneficiarv Analvsis

The purpose of Provincial Cities is capacity-building and, therefore, the
first-order beneficiaries are the municipal and governorate employees ‘who
are trained and participate in this project in the course of the
strengthening of institutional capacities to identify, develop, implement
and manage subproject activities. An estimated minimum of 150 to 225
employees will receive formal and/or on-the-job~-training during the life
of the project.

The second-order beneficiaries are the residents of the three communities
who will enjoy expanded and upgraded services. Annex D estimates that a
minimum of 76% (368,400) of the residents of the three cities could
benefit but that it is more likely that all 482,700 people will be
beneficiaries. This annex documents the priority of water and sewers
with regard to both real and felt needs. These two essential services
are shown to be of particular benefit to women. Low-income neighborhoods
will also benefit greatly.

Annex D identifies issues the cittes and their project consultant will
address relating to standards, the distribution of different types of
outlets, initial and recurring costs, credit arrangements, conservation
measures, cultural attitudes toward water, legal rights of landlords, the
correlation between sewer and water systems, and possible strategies to
encourage consumers to make proper use of water and to follow good
sanitation practices.

/?"- .
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D. BECOnOMIC JUSTIFICATION

T-e project propeses to cpend $ 100 million in three provincial cities:
t.enia, Peni Suef ané Fayoum. These funds would be spent to rehabilitate
and exyancé the system of rotahle water susply, sewage wastewater services
and city streets.

These cities were chnsen for good reason. About 73% of pecple in the
cities Go not have adecuzte access Lo central water and sewer system.
The govarnorates of Menia, Beni Suef and Fayoum were ranked last amonq
all Egvot's governoraztes in terms of Physical Quality of Life Irdex
(FOLI). A&s the PQLI statistic suggests there ic a substantial ne=d fcr
social overhad investment in bhasic infrastructure in the selected
previncial cities.  Ahout 500 thousand people would derive some benefit
from the type of infrastructure that would be previded by the program.

while the Mission is confident that social overhead investment in the
target cities will exhibit a favorable economic rzte of return, the
proposed experditure of § 100 million is not as yet allocated accross
specific infrastructure projects in the three cities. The processs cf
project selection within each city will be assisted througn eccnomic
evaluation/appraisal of competing project possibilities. The consultant
will be expected to identify and assess project economic benefits and
costs ard to appraise economic and social actions which need to be taken
into consideration in making project selection. For this purpose, the
general consultant will be required to provide economic consultants.
Their scopes of s=zrvices will be included i~ the scope of work for the

general consultants.

The "revealed preference" of city officials iz, in fact, envisaged to
play a major role throughout the project cycle -- from identificaticn/
selection through physical completion and beyord to the stage of
continuing maintenance of the infrastructure provided by the project.

The Mission believes that the direct involvemert of city officials in the
project process will provide substantial benefits that promise to be
internalized to meet decentralization objectives.

Although we have limited cost data to corpare cost advantages of this
delivery mcde over alternative, we believe that from the point of view of
raising consciocusness, enthusiasm, concerns ard the capacity of local
cities' officiale and elected council merbers, the provincial cities
project, as currertly designed, would be far nore cost effective in the
long run. In addition, future replication of similar projects would be
more easily accomplished under the currently designed Project due to the
experience gained by local leaders than under the alternative. This
building of human capital among provincial cities' leaders, we believe,
would be more cost effective in the long run in responding to tne future
demand of the provincial cities.
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While no formal analysis i§ possibie at tnis point, one may ask what
would be the economic bencfits of the $ 100 million if it were invested
in the best alternative procuctive facility instead of in the basic
infrastructure as proposed in the Provincial Cities Project. The issue,
then, becocmes whether the direct and indirect benefits derived from the
infrastructure investment corpare favorably in magnitude with the
economic benefits expected from investing the same amount in productive
facilities?

We can provide a national value of irnfrastructure benefits that must be
obtaired if the social returns from the infrastructure investment are to
be comparable to the economic returns from productive facilities. To
estimate the expected economic return from a productive plant, we can use
the value of Incremental Capital Output Ratio of 3.6 for Egypt (The
average value of ICOR for the past 5 years*.) That is, for every $ 3.60
investment, value added per year would increase by $ 1.00. We expect,
therefore, if $ 100 million were invested, approximately $ 27.8 million
of value added would be created each year for the life of the equipment
and plant. To ccmpare this stream of economic benefits with the benefits
of infrastructure investment, we note that the service life of procductive
facilities is about a half as long as that of infrastructure (typically,
useful life of equipment and plant is about 10 and 25 years respectively,
while life of infrastructure is often 30 years or longer.) Therefore,
the present value of the strear of yearly benefits of $ 27.8 millicn over
the 15 year period discountad at a 10% rate is equivalent to the present
value of th~ stream of henefits of £ 22.4 million over the 30 year
period**.

*  Estimated ICORs using one year lag hetween investment experditures
and increasec in outputs are given as follows:
1975/76 1976/77 1977/78 1978/79

Investment - Output Ratin (%) 32.9 28.2 29.2 31.0
Percent chanae in GOP G.1 7.0 10.6 §.2
ICOK 3.62 4.03 2.76 3.78
Average ICOR = 3,55 = 3.6
** The calculation is as follows:

27.8 (1- 1 ) = X (1- 1 )

0.1 (1.1)*> 0.1 (1.1)°U

X = § 22.43 million
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To mske the judgement whether to invest in infrastructure or in
productive facilities, we must ask the following questions: Would the
economic benefits dervied from the basic infrastructure investment
compare favorably against the $ 22.4 million of value added? How much do
we have to pay evey vear to the people of Menia, Beni Suef and Fayoum to
forego for the next 30 years the planned investment in water, sewerage
and road rehabilitation and expansion? Would the people of these cities
take the yearly payment of $ 22.4 million instead of the infrastructure
services? Five years from now, when this project is planned to be
completed, population in these cities is estimated to reach approximately
560 thousands, which means that there will be LE 2.25 per person per
month available if they choose to forego the water, sewerage and road
rehabilitation and expansion*. Assuming an average family size of 5 and
the average family incme of LE 120 per month in 1986, the necessary
compensation would amount to about 9.4% of the family income.

To come people this amount may be attractive enough to prefer to forego
the basic infrastructure investment. But it would be difficult to
imagine for rapidly expanding provincial cities to ignore problems of
inadequate water supply and raw sewerage disposal. What about the
additional costs necessary .0 meet the increased demand for public health
cervices due to rise in infectious diseases? What ahout the rising
infant mortality rate due to insanitary conditions? Although the answer
is inherently based on subjective judgement, it would seem, from the
noint of view of Egypt; that montary benefits of LE 2.25 per person per
month will not be enough to compensate the loss of decent water, sewerage
and road services in these cities.

On the basis of the above analysis, we believe that the Provincial Cities
Project as designed is qualitative and most cost effective.

* Calculations are as follows: Accuring the foreign exchange shadow
price of LE 1.00 = § 0.90 and 75% of the benefits is consumed by
households (the rest is for industrial and other public organization),
total household benefits are valued at LE 15.1 million per year. By
dividing among 560 thousand people, we obtain LE 2.25 per person per
month.
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ENVIRONVENTAL ANALYSIS,
An Initial Envirornrental Examination (Annex H) was prepared in
February, 1981 which recamended a negative detemnination, based

upon a positive enviromental impact from the project as a whole.

1t was recamiended in the ILE that environmnental assessnents would
be nude as part of each proposcd such-project as required. :

slission's Eanviromental officer concurs with this plan of action.

THE. FINANCIAL ANALYSIS

A. Sumery Cost Estimete
{
1) Project Conponents

In tsble 4-1 are listed the expected project carponents along
with preliminary estimates of the capital cost of each
carponent. These cost estimates are hased on the final report
of Parsons Brinkerhoff Sabbour entitled Basic Infrastructure
for Provincial Cities and are order of magnitude. Final cost
estinntes will be developed as part of the project process and
will be reviewed and approved by AID before any construction
is initiated.

2) Expenditure Schedule

The capital investments in the three provincial cities will be
spread over five years. Table 4-2 presents the expected
expenditure pattern over the investment period.

= 3) Operating and Maintainance Costs

In addition to funding the capital investments associated with
developirent of the provincial cities, this project provides a
source of funds to supplanent operation and maintenance
allocations in the three seetors where investients are made.
Because recurrent cost funds provided to the cities through
the budget proecess are typically below the level required for
ndequate maintenance of the water, sewer, and road systems, a
naintenance and operations account will De established to be
used for suppleiental funding in the three cities during the
project period. The maintenance and operations accounts will
be funded by adding from approximately 1% to 10% (depending
upon the analysis and needs of cach sub-project) to the
sub-project cost.

, .

L
O
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B. Financizal Plan

The project financial plan and disbursement schedule are set fogth in
tables 4-1 and 4-2

TAELE 4-1
SUMMARY COST ESTIMATE
AND
FINANCIAL PLAN
000,000 Dollar Egquivalents)

AID GOE PROJECT TOTAL
FX ILC TUTAL 1c X IC TOTAL
Capital Costs:
Water Supply 14.2 14.2 28.4 7.2 14.2 21.4 35.6
Waste Water 11.9 11.8 23.7 6.0 11.9 17.8 29.7
Streets _ - 5.1 5.1 2.6 - 7.7 7.7
Sub-Total 26.1 3l.1 57.2 15.8 26.1 46.9 73.0
Operations & Maintenance - 2.4 2.4 1.2 - 3.6 3.6
. General Consultant & Egyptian A/E
Firms < 5.5 3.0 8.5 1.5 5.5 4.5 10.0
In Kind/Administrative - - - 5.0 - 5.0 5.0
Contingency 4.0 2.9 6.9 1.5 4.0 4.4 8.4
Total Funds Required 35.6 39.4 75.0 25.0 35.6 64.4 100.0

C. Financial Analvsis

The three provincial city government targeted for assistance through this
project are not financially self-sustaining units. Each of them depends
heavily on central government budget support in order to carry out its
functions. The processes of budgeting, revenue collection and expenditure
are designed on the premise that the cities are dependent rather than
independent financial and administrative entities. Revenues collected
locally are forwarded to the central Ministry of Finance. Expenditure
budgets are set by the Ministry of Finance and to a lesser extent by the
Governorate. Revenue collections are not predicated on expenditure hudgets
nor vice versa. ’

The magnitude of the revenue - expenditure gap is illustrated in Table 4-3.
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mable 4-2
(000,000 Dcllar Equivalents)
PROJECT DISIURSEMENT ECHEDULLE

lst year 2nd year 3rd year 4th year Sth year TOTAL
AID GOE AID GOE AID GOC AID GQE AID GO AID GOE

araign Exchancge
-

wzear Supply - - 2.0 - 3.0 - 5.1 = 4.1 - 14.2 -
ttaste Watexr - - 1.5 - 3.0 - 4.4 - 3.0 - 11.9 =
General Censulting

Services .3 - l.0 - l.4 - 1.9 - 9 - 5.5 -
Contingency 1.0 2,0 1.0 4.0
Sub-Total «3 - 4.5 - 8.4 - 13.4 - 9.0 =~ 35.6 -~
Local Currancy
water Supply - - 1.8 9 2.8 1.4 5.0 2.5 4.6 2.4 14.2 7.:
Waste water - - 1.5 .8 3.3 1.6 4.0 2.0 3.0 1.6 11.8 6.0
Streets 1.0 «5 1.5 .9 1.1 «5 1.0 .6 .5 .2 5.1 2.¢

General Consulting
Services and
gyptian A/E
Saervices o4 o2 .8 4 .9 .4 .6 3 .3 .2 3.0 1l.:
Operatiors & ‘
Mair.tenance

Supple::\er.?. .4 -2 14 52 04 -2 -6 03 06 l3 2.4 l.:
1n kind/Aéministrative = .l - .9 - 1.0 - 1.5 - 1.5 - 5.
Contingencay - - - - - - l.4 .8 1.5 .7 2.9 1.
€4b Total 1.8 1.0 6.0 4.0 8.5 5.1 12.6 8.0 10.5 6.9 39.4 25.
~O0TaL 2.1 1.0 10.5 4.0 16.9 5.1 26.0 8.0 19.5 6.9 75.0 25.

Based on an estimated foreign exchange cost of $ 35.6 million (an AID cost item) and the in
vind conzrilbution of § 5 million equivelent by the GCE the balance of the project cost or $
59.4 million was allocated on a 66% (AID) / 34% (GOE) basis. It is understood that the dnll
27mranent of the project cost nay increase or decrease as firm cost figures are cbtained and
as vach subproject is approved. To adjust for thace changes and to ensure that there are
auificient dollars in the project to cover the foreign exchange cost an aralycis of the FX
cost of the project will be made jointly by the GOZ/AID during the first month of each
caleadar vear. If the dollar ccmponent increases or decreases, the percentage of the pound
ora-e-~t cost to be funded by both the GOE/AID will be adjustéd.



TABLE 4-3

LOCAL REVE.WUE - EXPENDITURE GAF

1976 - 1980

Beni Suef

Fayoum

585,47¢9
2,234,434
1,648,955

74%

508,188
1,808,168
1,299,980

Minia

Information

.not

available

72%

1278
Revenue Collected 654,373
Expenditure 768,543
Gap (GOE Subsidy) 114,170
Gap as % of Expenditure 15%
1979
Revenue Collected 270,270
Expenditure 868,381
Gap (GOE Subsiady) 598,111
Gap as ¥ of Expenditure 63%
19801
Revenue Collected 129,921
Expenditure 752,855
Gap (GOE Subsicdy) 622,934
Gap as % of Experditure 83%
Noze l.: 1980 figures for first six months only.

176,273
1,352,946
1,176,673

873

The problems engendered by this system of financial dependence include:.

1. A chronic lack of capital budget funds at theé city level compared to

locally perceived needs;

2. A lack of recurrent budget funds relative to the expected cost of
properly operating and mairtaining city servies;

3. A lack of incentive to devclop municipal financial management and

informazinn csystems,

mables 4-4 and 4-5 indicaze the degree to which the three provincial
cities fail to obtain the necessary recurremt. and capital budgets to

maintain and develop their municipal services.
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TABLE 4-4

Note l.: nct including the personnel budget.

({BAB 3)

Capital Budguet:

Actual Budget Allncatioqg

2. Actual Allocation

2 as % of 1,

Needs ve©.

Recurrent Budgetl.: Needs Vs.
Cicy/Year 1. Budget Request
Beni Suef
1978 1,372,671
1979 1,660,257
1980 1,549,708
Fayoum
1978 1,488,780
1979 1,562,407
1980 1,404,980
Minia
1978 1,100,000
1979 1,100,000
1980 1,156,400

Table 4=5

Actual Budget Allocations

ritv/Year
A £

Beni Suef

1978. .

1979
1980
Fayoun
1978
1979
1750
Minia
1478
1579
1980

Budaet Request

2,505,000
2,633,000
1,9¢0,000

2,665,720
3,414,500
3,901,700

3,000,000
5,000,000
5,000,0C0

208,264 15%
298,830 18%
886,521 57%
467,567 3ls
208,763 13%
223,592 16%
987,759 90%
865,744 79%
889,898 77%
2. Actual Allocation % of 1.

30,000 1%
80,009 3%
498,265 26%
1,282,700 48%
965,500 28%
1,300,000 33%
1,000,000 33s
750,000 15%
1,310%000 26%
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The project acddresses above mentioned problemes by:
1. Making additional capital investment grants avazilable to the
cities outside of their capital budget allocztion;

2. Allocating from 1% to 10% of subprcoject costs to ccver short
falls in operation and maintenance requirements under the
cities' recurrent budgets for water, sewers, and roads;

3. Providing technical assistance to the cities firance
departrents to help tham develop adequate cost accounting,
utility accounting, and management infcrration systems.

The capital investment grants will be allocated to various public
works projects in the sectors which the three cities deemed to
have highest priority: water, sewers, and roads.

D. Establishment of Special Account

The lorg-term financial viakility of the three cities hinges on
their ability to become less dependent on the central Ministries.
Law 43 of 1979 provicdes a first step in this direction by
permitting cities and governoratss to establish Specizl Accounts.
These Special Accounts are to he used for:

1. Financirg local production and service enterprises - accerding
to a local plan - within the framework of the general plan of
the State.

2. Comple:ion of projects - set forth in the general plan - for
which the budget appropriations fall short of completion.

3. Raising the standard of local services.

4. Firancing vital, urgent services

In practice, the three target cities have created Special Accounts
but have utilized them primarily to invest in new loczl'productive

enterpr ises.

The furds currently available for these Special Accounts are Guite
limited in magnitude. The permitted sources of furds include:

1. Fees and tax surcharges imposed by the popular council of the
jurisidiction for the benefit of this account.
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2. Profits of the productive enterprises financed by this account.

3. Donations, grants, and endowments which the popular council
approves for allotment to this account.

4. A vortion of the local revenues collected in excess of the
revenue target established by the Ministry of Finance.

In practice, the Special Account funds are currently derived from
very limited fees and surcharges imposed by local popular
councils. (see Annex O). A convenant will be included in the
project grant agreement stipulating that the cities will extend
their best efforts to increase yearly the amount of local revenues
collected for their Special Accounts during the project period.

In order to further encourage the development of local financial
decentralization initiated with Law 43 of 1979, this project will
make the maxirun use possible of the governorate and city Special
Accounts. In this way the cities will gain experience in using
their Special Accounts to fund major pcblic works projects. AID
funds destined for the various urban improverent projects will be
distursed to the gevernorate's Special Non-Interest Bearing
Account. Each governorate will then transfer funds provided to
them to the city's Special Non-Interest Bearing Accounts to cover
project expenditures. Each city will manage its Special Non
Interest Bearina Accounts (one for each project undertaken in the
citv) and prerare appropriate accounting statements for the
purpose of maniging the funds. These procedures will provide the
cities with experience in managing and accounting for significant
capital investrnent funds.

E. Reporting

Goverrorates/Cities will submit quarterly implementation and
financial reports to the Ministry of Planning and AID. The
quarterly reperts will include, but not be limited to a record of
contractual obligations, procurement, disbursements, projected
quarterly cub-project cash flow needs, and a status of approved
sub~rroiects.
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V. PROJECT IMPLEMENTATION

A, Generzl Description

Key to the introduction of better planning for infrastructure at the
local government level, one of the more important elements in more
effective and autonomous operations, is the development of long term
comprehensive systems plans for water and sewer. This project also has
as one of its crucial components the provision of resident advisors (both
US and Eavptian) in each of the three cities. Both of these factors,
long term comprehensive systems plans for water and sewer, and resident
advisors, will be the responsibilities of the general consultants under
direct AID Contract. '

Best estimates indicate that initiation of services by the general
consultants and Egyptian firms will not begin until approximately eight
months from project authorization. Therefore, in order to get the
project off the ground and address the high priority needs of the cities
the following approach will be used after the Grant Agreement has been
signed during the period until’ the general consultants are operational.

The USAID, after coordinating with the Project Steering Committee (PSC),
will ‘request each city to submit, through the governorate, requests for
financing of high priority street paving, repair, rehabilitation and
cleaning of water and sewer facilities, construction of high priority
water distribution and sewer collector systems and construction and
installation of any major items for the water and sewer systems which are
ready for construction.

USAID will review with each city and governorate the appropriateness of
the items submitted, whether or not they can clearly be accomodated
within any longer range plans, whether sufficient feasibility work has
been done, and whether the necessary final designs and cost estimates
have been completed. Engineering costs for proposed projects are eligible
items. To cover those items ready to go, USAID, with the request of the
PSC, will disburse funds to Special Accounts which have been opened at
the governorate level for this project to cover project needs on a
quarterly basis. The goverrorate would in turn disburse to Special
Accounts opened by the cities but, in this case, for specific
sub-projects where final costs have been approved by AID, such as a
Special Account for street paving, for expansion of the water
distribution network to area "x" of the city, for rehabilitating water
pipes and for operations and maintenance. All funds provided under this
project will be deposited in non-interest bearing Special Accounts. The
cities will, with the aid of the general and Egyptian consultants, be the
formal contracting authority for all contracts entered into for
engineering work, construction and supervision efforts to the extent
oracticable. The governorate may be obliged to assume the contracting
~ole until proper mechanisms and
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trained persomnel ars available within the cities admiristrations. The
city weuld draw down these accounts based on actual expenditures. The
determinzticn of the amount of disbursement of funds has been set out in
the Financial Anzlysis section of this project psper, Section IV. U.S.
Dollars alone will be used for the procurement and shipment of off-shore
(J.S.) ecuipment and materials, with the local expencditures being
allocat=d on an 66% U.S. and 24% GOE basis.* The detarminaticn of the
amount of tha Pournd advances will be put forward to USAID bty each of the
cities cn a quarterly tasis to cover the anticipated expenses for the
following quarter, based upon submission of anticipated expenditures
under each on-goimq subproject, i.e., construction contracts beginning or
underway, or A/E experditures for design of new projects, or supervision
costs of current construction contracts. As an example, the tabular
orasentaticn below, although perhaps greatly simplified, may serve to
better illustrate the advance disbursement mechanisms envisioned for
positive cost contrcl and effective, efficient project implementation:

Estimated Expenditures
for the Quarter beginning

, 1982 to , 1982
CITY: MENIA
U.S. Dellar Estimated LE
Contracts ! Ckligations Experditures
1. Egvptian A/E Firm i
¢]1 for design of collectors
and S.T. Plant -0~ 57,500
2. Egyptian A/E Firm :
42 for supervision of .
17 kilcmeters of paving -0~ 18,700
3. X¥Z Constructicn Conrpany
for paving 17 kilometers
(see #3 ahove) 5,100 143,800
TOTAL MENIA 5,100 220,000

Assumirg for illustrative purposes, each city estimated egual quarterly
expandituras for the succeeding quarter, the total reguirements would be
$15,300 and LE 660,000. Once apcroved by the governorate ard USAID, the
totz2l pound advances to the Special Acccunts would he as follows:

* See Section IV, Financial Analysis, for trhe derivation of the
ailocatior percentages listed. It shoul. be noted that this ratio is
orly for general cuidance ard will vary decercding upon FX allocaticns.
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s LE
UsaID 15,360 435,600 (663)
GOE -0- 224,400 (34%)
TOTAL '15,300* 660,000

Each LE pound Special Account would receive its.sub-allocation from the
USAID of 66% of the LE Pound estimated expenditures. The GUE Ministry of
Planning would advance each Special Account the pro-rated 34% of LE
estimated expenditures. It is assumed that during the first year of the
project, most of the financing will go for street paving and
rehabilitation of water and sewer pipes. Distribution and collector
systems for water and sewers, storage tanks, among other things, will
require some feasibility work and final designs which, if not already
done (and review to date, indicates they are not), will regquire some time
to do. As mentioned earlier, however, the Grant Agreement will be
structured so as to be flexible enough to include high priority items
approed by USAID other than roads, water or sewer.

With the signing of the censral cconsultant's contract, the project will
enter its final irmplementation phase. The arrival of resident advisors
in each city, the establishment of a "headquarters" nucleus by the
consultant ani the availability of short term expertise in conjunction
with anpropriate levels of Egyptian A/E representation will enable the
project to proceed with its full complerment of services and management.

The completion of long term comprehensive water and sewer plans will take
at least a year. However, with the resident advisors in place (see
grneral consultant's scope of work in Annex J) and the availability of
short term expertise, the financing of capital components can be
accelerated. In addition, the technical assistance aspects of the
project will begin**.

* The U.S. Dollar costs will be reimbursed for U.S. goods and services
will he a direct disbursement by A.I.D.

** Spocific projects will he prepared by qualified Egyptian engineering
consulting firms under contract to each city/governorate, supervised and
under the general guidance of the general consultants.
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The resident advisors will work as special acdvisors to the executive
councils (specifically the mayors). As socon as they have arrived and
assessed the situation, they will arrange for detailed diagnostic
analyses by shoert term experts of the cities' financial management
practices and procedures, the budgeting and planning process, and the
organization and management, including personnel functions. An
additional diagnostic analysis will also be done on the maintenance and
operations functions.

Based on these analyses, the resident advisors will work with both
governorate and city management to develop assistance plans in each of
these areas. Based on these assistance plans, training programs and
short term technical assistance will be initiated. Concomitantly with
the more technical assistance-oriented nature of the work, the resident
advisors ard Egyptian A/E's as appropriate, will help prepare annual
budgetinc plans, develop cost accounting procedures, write personnel
descriptions and develop maintenance programs, as well.

On the capital side, the preparation of comprehensive long-term plans
will start immediately upon arrival of the U.S. team. However, studies
ané designs for certain components mentioned above, e.g. distribution
networks, water storage facilities, etc., should have been completed by
local A/E's. In addition, work on the long-term plans should begin to
identify high priority items on which feasibility studies can begin prior
to actual completion of the plan.

The general consultant, working in concert with Egyptian A/E firms for
specific projects, will work with the governorates and cities in
reviewing work ready for financing, so when requests are forwarded to
AID, they will contain the consultant's review and recommendations. The
thrust, then, is to reduce the need for detailed AID review. The intent
is to shift this review and approval function to the municipal level with
sufficient input from the gereral consultants and Egyptian consultants to
ensure adequacy and to provide the level of learning experience necessary
for municipal technical personnel. During this period, the general and
Egyptian consultants will also be working with the municipality in
developing scopes of work and contracting for the various components that
move ahead, both engineering and construction.

As the move into Year Three occurs, and the long-term develcpment plans
have been completed, :3:iewed and accepted, feasibility studies and
desicn can be started on all the remaining majcr items identified as
priority components of the systems. Fast-tracking of many sub-project
components will he used whenever practical.
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As the cities increase the scope of their public infrastructure, there
must be 2 concdTitant increasein the operating and maintenance budcets
which are alrezdy strained at the current levels of infrastructure. .The
Grant Agreement will provide that supplemental cperating and mzintenance
budget recuests be funded cutside of the annual BAB 1 and BAB 2 budgets.
These sucplemental reguests will be developed by the cities with the
assistznce of the general consultants and with Egyptian A/E firms as
appropriate. Funds will be previded directly to the Special Accounts in -
each city designated for these sugplementzal operating and maintenance
funés. It is envisioned that each Special Account for construction will
have a series of catecories specifically allocated for construction
activities, future mzintenance and future cperational efforts. The
maintenance and operations accounts will be funded by adding from
approximately 1% to 105 (depending upon an analysis and a determination
of the estimated operational and maintenance needs of each specific
project) to the 66/34% allocation described in the above tabular example,
so that the total LE Pound input to each cuarterly advance will be from
101% to 110% of the stated and approvecd quarterly requirement. The
excess over 100% will be deposited in the maintenance and operational
accounts. Obv1ously, there will be no need for an operat*ons category in
a street paving or resurfacing effort, and an absolute minimum
recuirement for maintenance, such as re-sezling each four years.
Conversely, the operations and maintenance category within the Special
Account for a sewage or water treatment plant will be sizeable. Each
category of construction effort will requ1re en entirely different mix of
maintenance and ogerational funds, and vet will be relatively easy to
determine.

B. Municipal Responsibilities:

Investmedt project cost estimates will be prepared 'in the first instance
by the respective water, sewer and roads departments in the three cities
with the ascistance of the general consultants. These requests will be
reviewed by the municipal executive council (headed by the mayor) and
submitted to a.governorate level technical cormittee established for this
project. (During project design it became apcarent that the ‘covernorates
will clearly play a significant role in this project in that it has major
implications in the decentralization process relative to cities. The
exact composition of this committee will probably vary in the different
governcrates and will be estchlished at the tim- project execution
beains.) After review and apprcval (with any modifications) by the
governorate technical committee, the city eXected council will endorse
the proposals and the governor will forward the proposal to AID and the
PSC fcr aprcroval.



c. Procurement of Goods and Ssrices

a1l cellar procurement actions using AID furmichad Zuncs will be
cerncucted By Host Country contracting procedures in conformity with AID
Rendbook 11, excert that the ceneral corsultant will be contracted
cirectly by AID in confermity with AID Hancbook 14, RID dﬁ:_vl .
cecrntracting fer the cenerel COTSJlt nts sarvices is necessary because
there is no Egyptian administrative unit whick serves gll three
Trovincial cities and yet is no“ & central GCT acency. The project also
will involve & larce amount of local cos: ‘1nanc1nc which will iavolve
the precurerent of coeds and services in Zcypt curstant to the rules cf
~ILC Handbook 1, Sugolement B, Chepter 18, "Local Cost Financing". See
snnens P arné Q fer adc‘iucr=1 informatien.

-ne cen2ral consultant in concert with Ecyptian engineering firms, will
ce respensible Zor croviding all assistance necessary <o enatle the three
Trevinclzl citiss to underizke contracting for encineering Cesign and
ccrstructicn services. Similarly, the generzl consultans will zssist the
citlesg with thes mere conzlex ecuipment and meterizl Drocurements
invclving tendsring in the U.S. TGiven the stancaré nature of the
eTulrment arc materizls and the routine nature of the censtruction, no
unusuel or cdifficult procursment problems are forsssen.

z. Tlow cf Furds

The AID znd GCT lncal currency contributions will e cerbined for the

2urpose of providing furds -or approved sublic werks in the thres

cities. Tn mest cases, AID's lecal currcncv inputs will be made on the

zesis of the following procedure*. The

mechanism Zor administering the Program is cutlined helew, ang rresented

in sch emahlg form in Figure 1 on the fcllowing page.

Stec 1: The gecverners of ezch of the three target coverrorates will

Icrward rreposals to the Project Steering Cermitcee (PSC) corposed ¢f

recresentatives ¢f He governorates, the cities, Ministrv of Planning,

Ministry of Finance, GOPW and GOSED. The proposals will contaln

Zeasizility studies Prepared by the city and zzoroved by the governor

(including techrical, cost, econcmic, socizl, and envir ormertal anaiyses,

wihere apgplicable) for the projects to be fund ed. The PSC will review the
1

Sroposals for cenpleteness and if satisf actory, an advance will be made
b:/ ~ID ané the &CE.

Steo 2: Cnce the PSC has arroved the ="k—"r03,-;, AID ané the Ministry
cf Plarning will transfer “reir respectiv 1cccl Currency shares to the
rnor's Law 43 Special Account which wlll have been established far

1t )
"0
<
(1]

l
ty m
)
T O

¢ purpese of receiving, disbursing, =rd accounting for the
- - b

n
(.

*For those sub-projects that lend themselves to the Fixed Amount Reimbursement
zethod, procedures in Handbook 3 will be used,

L~
L}

N
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Step 3: The city will then forward detailed implementation plans for
each project covered by the sub-project Special Accounts. These plans -
will include schedules for contracting, detailed engineering, equipment
procurement, and construction/erection along with an estimated
expenditure schedule. The project plans will be reviewed by the
governorate's technical committee and release of funds to start
implementation will be approved. Funds will be released according to the
approved expenditure schedule as revised during the course of project
implementation.

Step 4: As project implementation proceeds, invoices for goods and
services will be reviewed by the relevant Egyptian A/E's, city engineers
and the U.S. resident general consultant. Approved invoices will be
forwarded to the Special Account controller for disbursement and
accounting accordirg to established city expenditure control procedures.

E. Government Actions

By the time the grant agreement for this project is signed, the GOE shall
have formed a Project Steering Committee (PSC) which will serve as the
top level coordinating group for the project. It is contemplated that
the following governmental units will be members of the PSC because the
project will initiate actions in their spheres of responsibility on an ad
+ hoc basis:

- Ministry of Planning.

- Ministry of Finance.

- The three Governorates.

= The three Cities.

- The Ministry of Development, Housing and Land Reclamation,
composed of:
-The Generzl Organization for Potable Water.

*  -The General Organization for Sewerage and Sanitary Drainage, and
eventu- 'y

- The Na' onal Organization for Potable Water and Waste Water*
Projects.

No legislation actions are necessary to implement the overall project.

Subject to revision of title.



F. Project Monitorina:

USAID/Cairo will be responsible for AID project monitoring. Within the
Mission, primary monitoring responsibility will rest with the office of
Urban &éministration and Development (DR®S/UAD). The project manager
will be a capital development officer assisted by a civil engineer as
required.

Implementation of new and/or revised management systems/procedures and
construction of public works will be monitored continuously in all three
cities by the general consultant and Egyptian firms. Monthly progress
reports will be prepared by the general consultant and submitted to AID.
The form and content of these reports will be specified in the contract
with the general consultant.

EVALUATION PLAN

The success of the project in achieving its objectives depends on the
accuracy, credibility, and acceptance of periodic evaluation applied to
various components of the project. The GOE and USAID will jointly
conduct or contract for evaluations of project progress and results as
mutally agreed to support timely implementation and assurance of
accomplishment of agreed objectives.

The periodic and terminal evaluation of the project will be designed to:

1. Assess the impact of the Provincial Cities Development Project upon
hoth its primary and secondary beneficiaries as noted in Annex D.

2. Assessment will be made as to the nature and the degree of
participation of the beneficiaries in sub-project selection,
planning, and implementation.

3. Assess the impact of the project on the planning and implementation
capability and productivity of the governorates and the cities.

4. Assessment will be made as to the changes as a result of
decentralization in the delegation of authority, responsibility, and
resources by the central ministries and the Governorates to the
cities.

The estimated time required for the evaluation gre four man months each
(for an interim and final evaluation) at a maximum cost of $ 100,000.
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COUDITIONS AND COVENANTS

Conditions Frecedent

Prior to any Gisbursement, cor the issuance of any commitment
documents under the Project Agreement except with respect to goods
or services to be procured or arranged directly by AID, the Grantee
shall, excegt as A.I.D. may otherwise agree in writing, furnish in
fcrm and substance satisfactory to A™D:

A statement of the name of the persen holding or acting in the
office of the Crantee specified in the Pgreement to be financed
hereunder, and zny additional representatives tccether with a
specimen signature of each person specified in such a statement.

Subsequent Conditions Precedent

Prior to the disbursement of funds by AID for the purpose of
financing cagital sub-projelt costs the Grantee shall, except as
A.I.D. may otherwise acree in writing, Zfurnish in form and
substance satisfactory to AID:

Evicdence of the establishment of separate Special Accounts in each
recipient city/governorate to be used to pay costs of sub-projects
firanced urder the Provincial Cities Development Program along with
a written statement of the procedures and criteria which will be
applied to discursements from the funds, including capital,
maintenance an2 cperational costs.

Covenants

A. Continuation of the Project Steering Commnittee

The Grantee shall continue to maintain and operate a steerirg
committee with such authorities and responsibilities as are
required to enable it to serve as the entity responsible for
coordination of the activities financed under this project.

B. Preject Staffima

The Grantee will take appropriate steps to assure that the
Cities and the Governorates asign sufficient staff members to
the Project for the purposes of carrying out implementation
activites.
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C. Petention of Revenue: The Grantee will exercise its hest
efforts to develcp a system of revenue retention for potable,
water for each Governorat in the Project.

D. The Grantee agrees that (a) any interest earned or accrued on
the funds made available herein will be refunded to A.I.D.; (b)
an apropriate refund to A.I.D. will be made in the event of
disallowznces in accordance with the terms or implementation
procedures of this program; and (c) a refund or credit will be
made as A.I.D. may deem appropriate in the event funds are not
expended.
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1. PER PARA 2 D), GRANT APPLICATION LETTER DATED 7/15/81
IS COPIED HEREWITH:

QUOTE: MR. DONALD S. BROWN, MISSION DIRECTOR, AGENCY FOR
INTERNATIONAL DEVELOPMENT, CAIRO, EGYPT. DEAR MR. BROWN
THE GOVERMMENT OF THE ARAB REPUBLIC OF EGYPT HAS BEEN
WORKING WITH THE AGENCY FOR INTERNATIONAL DEVELOPMENT FOR
OVER A YEAR TO DEVELOP A PROJECT OF TECHNICAL AND CAPITAL
ASSISTANCE TO THE PROVINCIAL GOVERNORATES OF MENIA, BENI
SUEF, AND FAYOUM, A STUDY OF THE THREE PROViINCIAL CITIES
WITHIN THESE GOVERNORATES wAS CARRIED OUT BY P.B. SABBOUR
AND COMPLETED IN MARCH 1981. THIS STUDY IDENTIFIED THE
HIGHEST PRIORITY NEEDS OF EACH OF THE CITIES TO BE WATER
AND SEWER SYSTEMS. ANOTHER PRIORITY WAS THE PAVING OF
STREETS.

SINCE THAT TIME, USAID AND THE GOVERNMENT OF EGYPT HAVE DE=-
VELOPED A PROJECT TO ASSIST IN MEETING THESE NEEDS. THE
ESTIMAITED FUNDING HEQUIREMENTS FUKRK TH1IS ALSISTANUE ARE U, 5.
$100 MILLION EQUIVA_LENT. THE COVERNMENT OF THE ARAB
REPUBLIC OF EGYPT 1S PREPARED %) ALLOCATE THE EQUIVALENT
IN EGYPTIAN POUNDS OF U. 5. 5208 MILLION AND $5 MILLION " IN=-
KIND CONTRIBUTION" TO THIS PROJECT AND REQUESTS THE AGENCY
FOR INTERNATIONAL DEVELOPMENT TO MAKE AVAILABLE A GRANT

OF U. S, $76 MILLION FOR THE REMAINDER OF THE COSTS. YOURS
SINCERELY, FOUAD ISKANDAR, SENTIOR UNDER-SECRETARY OF STATE
FOR ECONODMIC COOPERATION WITH 'U. S, A. END QUOTE.

2. SEPTEL FOLLOWS REGARDING-OTHER ISSUES PER REFTEL.
PRECHT :

UNCLASSIFIED



UNITED STATES INTERNATIONAL DEVELOPMENT COOPERATION AGENCY

AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON D C 20523

PROJECT AUTHORIZATION

Name of Country: Arab Republic Name of Project: Provincial
of Egypt . Cities

Development

Number of Project: 263-0127

L. Pursuant to Section 532 of the Foreign Assistance Act of

1961, as amended, I hereby authorize the Provincial Cities Develop-
ment Project for the Arab Republic of Egypt involving planned
obligations of not to exceed $75,000,000 in grant funds over a
five-year period from date of authorization, subject to the
availability of funds in accordance with the A.I.D. OYB/allotment
process, to help in financing foreign exchange and local currency
costs for the Project.

2. The Project consists of technical and capital assistance for
the design, management and construction of urban infrastructure in
Egypt. It will focus on improving and expanding a continuing
capacity in three governorates and their capitals to plan, manage,
finance, implement and maintain locally chosen and constructed
urban infrastructure projects. The Project will finance technical
advisory services, training and research and evaluation. 1In
addition, it will finance the construction of locally selected
infrastructure projects.

3. The Project Agreement which may be negotiated and executed by
the officer to whom such authority is delegated in accordance with
A.I.D. requlations and Delegations of Authority shall be subject

to the following essential terms and covenants and major conditions,
together with such other terms and conditions as A.I.D. may deem
appropriate:

a. Source and Origin of Goods and Services

Except as A.I.D. may otherwise agree in writing, or as
provided in paragraph (2) below, goods and services, except
for ocean shipping, financed by A.I.D. under the project

shall have their source and origin in the United States or in
the Arab Republic of Egypt. Ocean shipping financed by

A.I.D. under the project shall, except as A.I.D. may otherwise
agree in writing, be financed only on flag vessels of the
United States.

b. Conditions Precedent

Prior to any disbursement, or the issuance of any commitment
documents under the Project Agreement, except with respect to
goods or services to be procured or arranged directly by
A.I.D., the Grantee shall, except as A.I.D. may otherwise
Aadree in writing, furnish in form and substance satisfactory
to A.I.D. a statement of the name of the person holding or
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acting in the office of the Grantee specified in the Agreement
to be financed hereunder, and any additional representatives,
together with a specimen signature of each person specified.
in such statement.

C.

d.

Subsequent Conditions Precedent to Disbursement

(1) Prior to any disbursement of funds, or to the
issuance of any commitment documents under this Grant

for any subprojects, the Grantee and A.I.D. shall agree
on the general criteria for the eligibility of subprojects
for financing and general guidelines for the allocation
and reallocation of A.I.D. funds among the participating
provincial cities.

(2) Prior to the disbursement of funds by A.I.D. fc~-
the purpose of financing capital (new development)
subproject costs, the Grantee shall, except as A.I.D.
may otherwise agree in writing, furnish in form and
substance satisfactory to A.I.D., evidence of the
establishment of separate special accounts in each
recipient city/governorate to be used to pay costs of
maintaining subprojects financed under the provincial
cities program along with a written statement of the
procedures and criteria which will be applied to disburse-
ments from the funds, including capital, maintenance and
operational costs.

(3) Prior to any disbursement of funds or the issuance

of any commitment documents under this Grant for rehabili-
tation or any other subproject activities, the Grantee
shall, except as A.I.D. may otherwise agree in writing,
designate, establish and authorize a steering committee,
acceptable to A.1.D., with such defined authorities and
responsibilities necessary for coordination of activities
financed under this project.

»

Covenants

The Grantee shall covenant as follows:

(1) Continuation of the Steering Committee: The

Grantee shall continue to maintain and operate a steering
committee with such authorities and responsibilities as
are required to enable it to serve as the entity responsi-
ble for coordination of the activities financed under

the Project.

(2) Project Staffing: The Grantee will take appropri-

ate steps to assure that city councils and the Governor-
ates assign sufficient staff members to the project for

purposes of carrying out implementation activities.
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(3) Retention of Revenue: The Grantee will exercise
its best efforts to develop a system of revenue retention
for potable water for each Governorate in the Project.

(4) The Grantee agrees that:

(a) any interest earned or accrued on the funds
made available herein will be refuanded to A.I.D.;

(b) an appropriate refund to A.I.D. will be made
in the event of disallowances in accordance with
the terms or implementation procedures of this
program; and

(c) a refund or credit will be made as A.I.D. may
deem appropriate, in the event funds are not
expended.

(5) The Grantee shall plan, institute and maintain a
plan for a staged program or programs of local revenue-
generation, agreeable to A.I.D., that will cause or
sustain the financial viability of the sewer and water
projects supported under this Grant.,

4. Statement on 612(b): Based on the justification set forth in
Annex Q of the Project Paper, I hereby determine in accordance
with Section 612(b) of the Act, that the expenditure of United
States dollars for the procurement of goods and services in Egypt
is required to fulfill the purposes of this Project; the purposes
of this project cannot be met effectively through the expenditure
of U.S.-owned local currencies for such procurement; and the
administrative official approving local cost vouchers may use this
determination as the basis for his certification as required by
section 612(b) of the Act.

5.. Based on the justification set forth in Annex P of the

Project Paper, I hereby waive the provision of AID H,B..(l, Supplement
B, Ch. 20 A2(b) which limits the total cost of imported shelf

items irrespective of origin, which can be procured for a FAR
Pruject activity.

I hereby determine that, based upon the contents of Annex P,
exclusion of procurement from Free World countries other than the
cooperating country and countries included in Code 941 would
seriously impede attainment of U.S. foreign policy objectives and
objectives of the foreign assistance program.

BE?QJLﬁsjgttki- 255158

L
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ANNEX B
Page 1 of 3

GRANT AUTHDORIZATION

Name of Country: Arab Republic of Egypt Name of Project:Provincial

Cities
Development

Nunber of Project: 263-0127

Pursuant to Section 532 of the Foreign Assistance Act of 1961, as
amended, I hercby authorize the Provinecial Cities Development for
the Arab Republic of Egypt involving planned obligations of not to
exceed $75,000,000 in grant funds over a 5 year period from date of
authorization, subject to the availability of funds in accordance
with the AID OYB/allotnent process, to help in financing forelgn
exchange and local currency costs for the project.

The project consists of technical and capital assistance for the
design, management and construction of urban infrastructure in
Egypt. It will focus on improving and expanding a continuing
capacity in 3 governorates and their capitals to plan, manage,
finance, implement and maintain locally chosen and constructed
urban infrastructure projects. The project will finance technical
advisory services, training and research and evaluation. In
addition, it will finance the construction of locally selected
infrastructure projects.

The Project Agreement which may be negotiated and executed by the
officer to whom such authority is delegated in accordance with AID
regulations and Delegations of Authority shall” be subject to the
following essential terms and covenants and major conditions,
together with such other terms and conditions as AID may deem
approprlate

a. Source and Origin of Goods and Services

1 .Except as AID may otherwise agree in writing, or as provided in
paragraph (2) below, goods and services, except for ocean
shipping, financed by AID under the prOJect shall have their
source and origin in the United States or in the Arab Republic

of Egypt.

.

("
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Ocean shipping financed by AID under the projecv shall, except
as AID may otherwise agree in writing, be financad only on flag
vessels of the United States.

Conditions Precedent

Prior to any dishursementz, or the issuance of any commitment
documents under the Project Agrecmernt, except with respect to
gonds or services to be procured or arranged directly by AID,
the Grantee shall, except as A.I.D. may otherwise agree in
writing, furnish in form and substance satisfactory tc AID:

A stztement of the name of the person holding or acting in the
office of the CGrantee specified in the Agreement to be financed
hereunder, and anv additional representatives, togesther with a
speciinen signature of each person specified in such statement.

Subsequent Conditions Precedent

Prior to the Zisbursement of funds by AID for the purpose of
financing capital (new developnent) subprolject costs the Grantee
shall, except as A.I.D. may otherwise agree in writing, furnish
in form and substenc: satisfactory to AID:

Evidencze cf the establishment of separzte Special hccounts in
each recipient city/governorate to be used to pay costs of
rmaintaining subprojects financed under the Provincial Cities
program along with a written statement of the procedures and
Criteria which will be arplied to disbursements from the funds,
including capital, maintenance and operational costs.

Tre Grantee shall covenant as follows:

(1) Continuaticn of the Steering Committee: The Grantee shall
continue to mainteain and operate a steering committes with such
authorities and responsibilities as are required to enable it to
serve as the entity respensible for coordination of the
activities financed under the Project.

(2) Project Staffing: The Grantee will take appropriate steps
to assure that city courcils and the Governorates assign
sufficient staff members to the Procject for purposes of carrying
out implementation activities.

(3) Fetenticn of Revenue: The Grantre will exercice its hest
efforts to develop a system of revenue retention for potable
water for each Governorate in the Project.
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Ennex C

5C(2) - PRQIICT QIECELISY

A. GENZRAL CRITERIA FCR PRQJECT

1.

Continuing Resolution Unnumhered;

FAaA Sec. 634A; Sec. 653(b).

(a) Describe how authorizing and
appropriations Cormittees of
Senate and Hcus~ have been or
will he notified concerning the
prcject; (k) is assistance within
(Operationzl Year Budget) ountry
or international organizaticn
allocation reported to Congress
(or not more than $1 million over
that figure)?

FAA Sec. 611(a) (1). Prior to
obligation in excess of $100,000,
will there be (a) engineering,
financial ard other plans
necessary to carry out the
aseistance and (b) a reasonably
firm estimate of the c7st to the
U.S. of the assistance?

FAA Sec. 611(a) (2). If further
legislative action is required
within recipient count:,, what is
basis for reasorable expectation
that such action will be
completed in time to permit
orderly accorplishment of purpose
of the assistarnce?

(a) Congress will be notified
in accordance with recular
agancy procedures.

(h) The interded ckligation
is within the level of funds
appropriated for Egypt.

(a) Yes

(b) Yes. The financial plan
and analysis are part of the
Project Paper.

No further legislative actinn
is required other than action
notifying that the Grant
Agreemznt is signed.



FAA Sez 611 (b); Continuing
Resolution Sec. 501. If for

p-oject met the standardz and
criteria as sct forth in the
Principles ard ftandards for
Planning Water and Related Land
Rescurces, dated October 25, 19732

FAA Sec. 61l1(2). If project is

capital assistance (e.g.,
construction), and all U.S.
assistance for it will exceed

$1 million, has Mission Director
certified and Regional Assistant
Administrater taken into
consideration the country's
capability effectively to
maintain and utilize the project?

FAA Sec 209. 1Is project
susceptible of execution as part
of regicnal or multilateral
project? If so why is project
not so executed? Infcrmation and
conclusion whether assistance
will encourage regional
developinent programs.

FAA Sec. 60l(a). Information and
conzlusions wiether project will
encourage efforts of the country
to: (a) increase tre flow of
international trade; (b) focter
private initiative and
competition; and (c) encourage
development and use of
cooperatives, and credit unions,
and savings and loan
associations; (d) discourage
monopolistic practices; (e)
improve technical efficiency of
industry, agriculture and

commerce; and (f) strengthen free '

labor unions.

N/A

No

This project will en-
courage the streng-
thening of Egyptian
private enterprises
providing the services
required to execute sub-
projects.



10.

11.

12.

AA Sec. 601(h). Information and
conclusion on how project will
encourage U.S. private trade and
investment abroad and encourage
private U.S. participation in
foreign assistance programs
(including use of private trade
channels and the services of U.S.
private enterprise).

FRA Sec. 612(b), 636 (h);
Continuing Recolution Sec. 508.
Describe steps taken to assure
that, to the maximum extent
possible, the country is
contributing local currencies to
meet the cost of contractual and
other services, and foreign
currencies owned by the U.S. are
utilized in lieu of dollars.

FAA Sec, 612(d). Does the U.S.
own excess foreign currency of
the country and, if so, what
arrangements have been made for
its release?

FAA Sec. 60l(e). Will the
project utilize competitive
selection procedures for the
awarding of contracts, except
where applicable procurement
rules allow otherwise?

Continuing Resolution Sec. 522.
If assistance is for the
production of any commodity for
export, is the commodity likely
to be in surplus on world markets
at the time the resulting
productive capacity becomes
operative, and is such assistance
likely to cause substantial
injury to U.S. producers of the
same, similar or competiting
commodity?

US private enterprises will
provide the technical services
required for the project.

(a) The GOE will contribute
$25,00C,000 equivalent in
its own owned local currency.

(h) The project paper contains
a request for a 612 (b)
determination which will permit

the use of U.S. dollars to pay
for local costs.

Yes. See Annex P and/or Q the
Project Paper.

Yes

N/A

/)]



B.  FUNDING CRITERIA FOR PROJECT

1. Development Assistance Project

Criteria

a.

FAA Sec. 102(b), 111, 113,
281 (2). Extent to which
activity will (a)
effectively involve the poor
in development, by extending
access to econory at local
level, inzreasing
labor-intensive production
and the use of appropriate
technoloay, spreading
investment out from cities
to small towns and rural
areas, and insuring wide
participatior of the poor in
the Lencfits of development
on a sustained basis, using
the appropriate U.S.
institutions; (b) help
develop cooperatives,
especially by technical
assistance, to assist rural
and urban poor to help
themselves toward better
life, and otherwise
encourage democratic private
and local governmental
institutions; (c) support
the self-help efforts of
developing countries; (d)
promcte the participation of
women in the national
economies of developing
countries and the
improvement of women's
status; and (e) utilize and
encourage regional
ceoperation by developing
countriec?

Best Bvallabls Document

N/A



b. FAaA Sec. 103, JC3A, 104,
105, 106, 107. 1Is
assistance belng made
available: (include only
applicable paragraph which
corresponds to source of
funds used. If more than
one fund source is used for
project, inclucde relevant
paragraph for each fund
scurce.)

(1) [103] for agriculture, rural
development; if so (a) extent to
which activity is specifically
designed to increase productivity
and ircome of rural poor; 103A if
fcr agriculture research; full
account shall be taken of the
needs of small farmers, and
extensive use of field testing to
adapt basic research to local
conditions chall be made; (b)
extent to which assistance is
used in coordination with
programs carried out under Sec.
104 to help irprove nutrition of
the people of developing
countries through encouragement
of increased production of crops
with greater nutritional value,
improvement cf planning,
research, and education with
respect to nutrition,
particularly with reference to
iinprovement and expanded use of
indigenously produced foodstuffs;
ard the undertaking of pilot or
demonstration of programs
explicitly addressing the problem
of malnutrition of poor and
vulnerable people; and (c) extent
to which activity increases
nationzl food security by
improving food policies and
management and by strengthening
naticnal food regerves, with
particular concern for the needs
of the poor, through measures

Not Applicable

32



encouragirg domestic production,
builéing national food rescrves,
expanding avcilablz storage
fzcilities, reducing post harvest
food losses, anl improving food
distribution.

(2) [(104) for population
planning under sec. 104 (b) or
hcalth under sec. 104(c); if =o,
(i) extent to which activity
enphasizes low-cost, integrated
delivery systers for health,
nutrition and family planning for
the puorest people, with
particular attention to the needs
of mothers and young children,
using paramadical and auxiliary
medical personnel, clinics and
health posts, cormercial ’
distribution systems and other
modes of comunity research.

(3) [105] for education, public
adninistration, or human
resources development; if €o,
extert to which activity
strenathens nonformal education,
makes formal education more
relevant, espccially for rural
families and urban poor, or
strenjthens management capability
of institutions enabling the poor
to participate in development;
and (ii) extent to which
assistance provides advanced
education and training of people
in developing countries in such
disciplines as are required for
planning anl implementation of
public and private development
activities.

(4) |106; ISDCA of 1980, Sec.
304] for energy, private
voluntary organizations, and
selected development activities;
if.so, extent to which activity

Best Avnilable Decument

EYRI LY

74



is: (i) (a) concerncd with data
collection and analyeis, the
training of skilled personnel,
research on and developwent of
suitable encrgy sources, and
pilot projects to test of
suitable energy sources, and
pilot projects to test new
methods of energy production; (b)
facilitative of geological and
geophysical survey work to locate
potential oil, naturel gas, anc
coal reserves and to encourage
exploration for

potential oil, natural gas, and
coal reserves; and (c) a
cooperative program in energy
production and conservation
through research and development
and use ot cmall scale,
decentralized renewable energy
scurces for rural areas;

(ii) technical cooperation and
development, enpecially with U.S.
private and voluntary or regional
and

international development,
organizations;

(iii) research into, and
evaluation of,

econcmic developmant process and
techniques;

(iv) reconstruction after
natural or manmade disaster;

(v) for specizl development
problens, and to enable proper
utilization of earlier U.S.
infrastructure, etc., assistance;

(vi) for programs of urban
development, especially small
labor-intensive enterprises,
marketing systems, and financial
or other inctituticns to help
urban poor participate in
economic and social development.


http:institutio.ns

C.

[107] is apprcpriate effort
place on use of appropriate
technoloay?  (relatively smaller,
cost-saving, labor using
techrolocies that are

generally

mest appropriate for the

small

fzrms, small businesses, and
enall incomes of the poor.)

FAA Sec. 110(a). Will the

recipient country provide at
least 25% of the costs of the
program, project, or activity
with respect to which the
assistaince is to be

furnished (or

hos latter cost-sharing
requirement been weived for a
"relatively least developed"
country)?

F2A Sec. 110(b). Will grant
camtal acsi.tance be
disbursed for project cver
mere than 3 years? If =o,
has justification
satizfaciory to Congress
been made, and efforts for
other financing, or is the
recipient country

"reletively least developed"?

FAA Scc. 261(b). Describe
extent to which program
rccognizes the particular
needs, desires, and
capacities of the pzople of
the country; utilizes the
counitry's intellectual
resources to encourage
inttitutional drvelopment;
and supports civil education
ard training in skills
reviuired for effective
oarticination in
governmeental processes
egserntial to self-government,
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g.

FAA Sec. 122(b). Does the
activity give reasonable
promise of contributing to
the development of ecoromic
resources, or to the
increase of productive
capacities and
self-sustaining economic
growth?

Devlozment Assistance Project

Criteria (Loans Cnly) N/A

a.

FAA Sec. 122(b).

Information axd conclusion
on capacity of the country
to repay the loan, at a
reasonable rate of interest.

FAA Sec. 620(d). If
assistance is for any
prcéuctive enterprise which
will complete with U.S.
enterprises, is there an
agreement by the recipient
country to prevent export tc
the U.S. of more than 20% of
the enterprise's annual
production during the life
of the loan?

Project Criteria Solely for

Econcinic Suprort Fund

a.

FAA Sec. 531(a). Will this
assistance promote economic

or political stability? To Yes
rhe extent possible, does it

reflect the policy

directions of FAA Section Yes
ic2?

A Sec. 531(c). Will

assistance under this
chapter be used for
militarv, or paramilitary
activities?



5C(3) - STAMDARD ITIM CHECKLIST

Listed b2low are the statutory items which nc-m-lly will be covered
rcutinely in those provisions of an assistan
implementation, or covercd in the agreement !
uses of funds.

Theze ite

ms are arranged under the general he

(B) Construction, and (C) Other Restrictions.

A. PROCURFEMENT

1.

FAA Sac. 602. Are there

arrangcrents to permit U.S.

smll business to participate
equitably in the furnishing of
commcdities and services financed?

FAA Soc. 604(a). Will all

procurement be from the U.S.
except as otherwise determined by
tre Presidant cr under delegation
from nim?

FAA Sco. 604(d). If the

cooperating country diccriminates
against U.S. marine insurance
companies, will commadities be
insured in the United States
ajainst marine risk with a
company or conpanies authorized
to do a marine incurance business
in the U.S.?

FAA Soc. 604(e); ISDCA of 1930
Sec. 705(a). I offshore
procurament of acricultural
cermnadity or prceduct is to be
financed, is there provision
against such procurement when the
domestic price of such conirodity
is less than rarity? (Excestion
where comnodity finenced could
nct rezsonakly be procured in
Uv.S:)

qgrecment. dealing with its
mposing limits on certain

ngs of (A) Procurement,

AID will follow its
normal procurement
procedures.

N/A

N/A



FAA Sec. 603. 1Is|the shipping
excluded Lrom compliance with
reguiremant in scqtion 90l (h) of
the Merchant Macine Act of 1936,
as anended, that at least 50 per
centur of tlic grogs tonnage of
commodities (ccmputed scparately
for dry bulk carriers, dry cargo
liners, and tankefs) financed
shall be transpor@ed on privately
owned U.S-flag commercial vessels
to the extent that such vescels
are available at fair and
reasonable rates?

FAA sec., 621. If technical
assistance is financed, tc the
fullest extent practicable will
such assistance, goods and
professional and 9other services
te furnished from:private
cnterprise on a contract basis?
If the facilities 'of other
Fecural agencizs will be
utilized, are they particularly
suitable, not competitive with
private enterprisd, and made
available without .undue
interference with domestic
Programs? é

International Air Transport.

fair Competitive Practices Act,
1974, 1f air transportation of
persons or property is financed
in grant bacis, will provision be
made that U.S. carriecs will be
utilized to the extent such
service is avallable?

N/A

Yes

Yes






FAh Sec. 620(h). Do arrangements

exist to insure that United
States foreign aid is not used in
menner which, contrary to the
best interests of the United
States, proiotes or assists the
foreign aid projects or
activities of the Communist-bloc
countries?

Continuing Resolution Sec. 514.
If participants will be trained
in the United States with funds
obligated in FY 1981, has it been
determined either (a) that such
participants will be selected
otherwise than by their home
governments, or (b) that at least
20% of the FY 1981 fiscal year's
funds appropriated for
participant training will be
participants selected Qtherwise
than by their home government?

Will arrangements preclude use of
financing:

a. FAA Sec. 104 (f). To pay for
performance of abortions as
a nethod of family planning
or to, motivate or coerce
persons to practice
abortions; to pay for
performance of involuntary
sterilization as a method of
family planning, or to
coerce or provide financial
“incentive to any person to
undergo sterilization?

b, FAA Sec. 620(g). To
cempensate owners for
expropriated nationalized
property?

Yes

Yes

Yes

Yes



j.

FAA Sec. 6GC. To provide
training or acdvice or
provide any financial
support for' the pelice,
prisons, or other law
enforcement forces, except
for narcoticec programz?

FAA Sec. 662. For CIA
activities?

FAMN Sec. 636(i). For
purchase, sale, long-term
lease, exchance or guaranty
of the sale of motor
vehicles manufactured
outside U.S., unles a waiver
is obtained.

Continuing Resolution Sec.
504. To pay pensions,
annuities retirement pay, Or
adjusted service
compensation for military
personncl?

Ccntinuing Resolution Sec.
£Cé. Tu pay U.S)
assessmeints, arrearages or
dues.

continuing kesclution Sec.
507. To carvy out
previsicns of FAA section
209(d) (Transfer of FAA °
funds to nultilateral
organizaztions tor lending.)

Continuing Resuvlutiou Sec,
504, 7o firance the export
of nuclear equipment fuel,
or technology or to train
foreign nationals in nuclear
fields?

Continuing Resolution Sec.
510, For the purpose of
aiding the efforts of the

+ government of

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

v



such country to rCRLESS the
legitimate rights of the
population of such country
contrary to. the Universal
Declaration of Human Rights?

Continuing Recolution Sec.
5l6. For publicity or
propayanda purposes within
U.S. not authorized by
Congress?

Yes

4
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BENEFICIARY ANALYSIS

:uricipal and governorate officials in each of the three cities of Beni
Suef, Fayoum, and Minia reported that drinkable water and sanitation were
the highect priority needs of their communities. Their priorities were
Lased on their own perceptions of needs and the priorities they felt the
citizens of these communities themselves - >uld have expressed. At the
time, however, there was no informztion on needs, demands (felt needs),
the distributicn of need within communities, who would kenefit from sewer
and water activities, and what kinds of impediments might be encountered
in implerenting sewer and water subprojects targeted for particular
beneficiaries.

This Annex providec informetion on each of these items.

A. NEED AND DEMALND

1. Necd

mieed" refers to the number of individuzls or families who reguire sewer
and water services. Each of the three cities has responded over the
years to thece needs, but the rcsponses have Leen inadequate. ‘The
cities, therefore, have: unmet needs (service gaps) thet the present
project will help meet.

lart A of Takble 1 identifies several bacic determinants of need: (1) the
three cities have a combined population of somewhat less than one-half
million, and (k) they are cach growing fairly rapidly. When translated
into "service units," the cities reguire water and sewer services for
51,577 residential buildings containing 88,622 separate dwelling units in
which the population of 482,700 people live.

Part B of Table 1 provides bect cctimates of units’and population with
water and sewerage services listed separately. When expressed as
deficits, 3t% =- 165,497 people -- of the three-city populétion are
without water ir their "residential units"; 76% -- 368,408 people -~ live
in tuildings without a sewerage connection. The three cities vary in
size and unmet need, and in each community, water is more accessible than
canitary waste services.



4. Service

l.

B. Systen

1.

Source:

q
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PAICO, Neztional Urban Policy Study

TABLE 1
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WATER AND SANITATION NEEDS

Beni Suef

iceds

Populetion

(a) 19t0 130,700
(L} 1960-76¢ annual growth rate 2.56%
Service Units

(2) lumber of families

(residential units) 24,863

(b) Number of residential buildings 15,008
Re;ponse

liater

(2) % residential "units" connected 65.E%
(b) Populatioy without service 44,699
Sewers

() % residentiel "kuildinygys” connected 34.2%
(b) Populaticn without service 86,001

B 1(b) and 2(b) based on A l1(a), B 1l(a) ani R 2(a)

Fayoum

189,000
3.13%

33,878
21,330

57.5%

80,325

26.3%
139,293

Minia

163,000
2.77%

29,861
15,239

62.9%

60,473

12.2%
143,114

Total

482,700

88,622
51,577

185,497 (38%)

.368,408 (76%)
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These figures refer to & static situation only, as suggested by the
population growth rates. The three urban areas are growing faster then
the rural populations in the same governorates. According to a

ission=-funded survey conducted in Beni Suef, this growth is reflected in
two separate patterns of urbanization: (1) the informal housing areas
are exparding as rapidly or more rapidly than housing elsevhere in the
city, ard (2) there is "vertical" expansion in the already built-up parts
of the city. Informal areas are typically not provided escential urban
services and, as a consequence, the service gap is especially serious and
arowing in  these e&reas. Vertical growth typically occurs in
already-serviced areas, but the growth often results in service demands
that exceed the designed capacities of the service systems in these
particular areas. This excess also represents as serfvice gap, one that
creates especially noxious hezlth influences in inadequately sewered
hichly congested neigliborhoods.

The water and sewer deficit figures are deceptively low ‘or several
reasons. Water service is irregular, pumping operations are frequently
interrupted, and precsurec cre often too low even to provide water in
units that are connected to the system, ecpecially during peak demand
periods. Residente, therefore, must heve back-up sources. In Fayounm,
for exermple, nearly 58t of the population have access to water in their
recidential units, but. public taps offecring free water account for an
estirated €ls of the water consumed in the city. Public taps only
account for 2% of Cairo's consumption, although a world Bank Study found
Beheira in the Delta more typical of Middle-Upper Egypt == with public
teps accounting for about half of all water consumed.

Residents rely on several sources of water =-- their own individual taps,
mosquesy churches, neighbors, unprotected ground sources, private
vendors, ri.ers, and, even, canals. They also must rely on a variety of
vecsels to fetch, store, and dicpose cf their water. As a result of
these different sources and means of convenience and storage, there is no
way at present to assure that the 483,000 residents of these three urhan
centers will have access to satisfactory amounts of water safe for
drirking, perconal hygiene, food preparation, and other purposes. The
true water deficit, therefore, is not 185,4%7 but probably the entire
population of 482,700 people.
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The sewer deficit is also much more serious than indicated in Table 1.
Irregular pumping results in backups ard flooding in some neighborhoods
(s reported in Fayoum); a sizeable number of buildings rely on cesspools,
vaulte, arnd holding tanks that are not adequately maintained nor
emptied. Raw sewage spills into the streets in these arcas as well.
Strets are the last -- if not first =-- recort for the disposal of human
waste for some residents, arnd streets are also the major play areas for
children. :

These sanitary inadequacies in both sewered and unsewered areas would be
serious in any comnunity, but they are ecpecially serious in communities
with the high ground wzter telles found in the present three provincial
cities. Many residents rely on unprotected ground water -- or rivers and
canals == for their sccondary if not first source of water. The
iradeqguate sanitary facilities in these communities is contaminating thie
water, further exacerbating the noxious health environment of the
residentes.

Because Egypt does not yet have accurate statistics on percsonal health,
water use, and environmertal conditions, it is not possible to assess how
serious a health threat water and sanitation syctems present in these
three cities. Existing dataz are questionable. Urban infant mortality
rates for 21 governorates in 1¢76, however, indicate that Beni Suef ic
second highest, Minia is tivd for third, and Fayoum is tied for the next
rank. Thece three urban crvironments appear to be among the worst in
Egypt. The accuracy of thece statistics, it is emphasized, is unknown,
ernd the etiology of infent mortality in the communities has not Leen
detecrmined.

In sumnmary, the statistice in Table 1 provide only a partial measure of
need. Supplementary information on operating systems and gaps suggest
that the officizls in these three communities had good reason to assi¢n
high priority to improvinu and expanding water and sewerage services.

2. Denend

Information collected in Beni Suef, supplemented by studies conducted in
Beheira and Cairo, suggest that residents in the three provincial cities
in fact place this same high priority on sewergge and water services.
The need is "felt"; it is a demand. - )
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A Mission-funded study in Beni Suef reports that residents rate water and
sewers ac their highest priority needs. Another Mission-commissioned
study in Cairo (for the metered water project) came to the same
conclusion. A large sample survey carried out in Beheira for the World
Bank also found "“that people in the supply area value safe public water
ard its benefits.”

Studies in three different parts of Egypt, therefore, agree in their
eéssessment of the high priority Egyptians place on water and, it seens,
sanitary waste dicrosal. There is not only a need for these services;
there also seems to be a sizeable suppressed demand for them. The
priorities exprecsed hy the officials in the three provincial cities do
reflect both the felt and real needs of the residents.

3. Other Froblems

These cormunities have many other needs in. addition to sewers and water.
For exazrple, the three have traffic circula+tion problems resulting from
their linear scitlement petterns along water ways that are also divided
by a raiiroad, canals, and major streets. Travel is further complicated
Lty inadequate rozd widths and the physical condition of streets and
roads. Some were described as not even suitable for pedestrian use. A
Mission-funded study &lgo reported carbage was littcred on the streets,
elthough solid waste removal and street cleaning were not priority
concerns of officials in the three cities.

Sfewer and water are obvioucly not the only serious proklems experienced
by these cities. They are, however, the proklems that are assigned
highest priority. They are consensus problems, the ones that
governmental actions and U.S. support are most likely to elicit favorable
public responses.

B. BENEFICIAKIES

Sulproject activities for escential services will differ in the incidence
of their impacts and beneficiariec. Improvements in existing systems
will provide relatively more benefit to those already being served.
Extensiors of systems will reach new beneficiaries. In some instances,
‘t may be necescary to upgrade the exicting system so that extensions may
Le added to thenm. The three cities will be ‘éncouraged to consider

A

Fas
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bereficiaries in the deveclopment and phased implementation of subproject
activities. Very little information ic now available to assist them in

this task. The meaterials presented below suggest that site-specific
csubprojects will Giffer considerably in their benefite.

1. City-Wide Socic-Econonic Levels

There are no reliakle femily or individual income figures for these three
cities. Literacy and educational stetistics, however, indicate sizeable
differencer among the cormmunities (Tekle 2). Fayoum, the city where free
puktlic taps account for 61% of all water concsumed, has the lowest
“iteracy level, especially emong women: 42% of the Fayoum women age 10
and above were illiterate in 1976, compared with only 29% of the women in
Minia. However, the median for the threc areas is about the same as for
Cairo and Alexandriec.

TAELE 2

LITEFACY ANLC EDUCATION®

Male Female
Illiterate Up to rLbove Illiterate Up to Above
Sécondary Secondary Secondary Secondary
* %
Favoum 26 24 3.5 42 18 1.5
Beni Suef 20 31 4 36 20 1.5
Minia . 16 33 4.5 29 21 2
Alexarndrie 22 24 4 37 18 2
Cairo 19 27 6 36 21 2.5

a/ Age 10 and above, 1976.
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If educational 1level is associated with 1level of income, then the
intra-community dincome dicstributions should be somewhat similar for the
two groups of urban centers: (1) the three provincial cities and (2) the
two large metiopolitan centers. However, the Fayouwa inccme distritutien
appears to be especially skewed toward the poor. :

The Micsion has updated the 1974-75 Urban Houselold Expenditure Survey,
prepared by CAPMAS, bringing it to 1979 levels. The median family annual
expenditure was L.E. 900 to 999, and the lowest gquartile was under
L.E. 700, or about L.E. 57 per month.

Incomes are generally thought to be lower outside the two major
metropolitan areas, although a Mission study in Beni Suef found that
finithed construction prices per square meter in the informal sector are
the seme as in Cairo. Since many concsumer products are sold at fixed
subsidized prices, it is not possible to estimate for this Annex the
reletionships between cost-of-living and family incomes in these or other
areas of Egypt. However, informed observers gererally agree that thece
three communities =-- especially Fayoum =-- are on average at a lower
socio-economic level thar certainly the large metropolitan centers. That
their cuality of life is also lower, ic supported by the previously-noted
Figh infent mortality ratec and the reliance of the communities on pullic
vater tepe. :

2. Iter-Neichhrirhood Differcnces

Rlthough the picture is uneve:, several ctudiezs and personal observations
suggest that the poor are the least likely to have access to existing
ecsential services in tliese cities. A Migsion study of 20 neighborhoods
in Beni Suef, for example, found that unsewercd areas are the most likely
to be poor and to lack paved main streets. But they are also least
crowded. This is because (following irformation provided by a University
of Cairo planning team working in Fayoum), these cities have oneen adding
ropulation by dincorporating rural areas that are rapidly expanding
through the buildirg of informal housing. They are a mixture of old
rural poverty with new urban poor familiecs.

“\

-



ANNEX D
Page 8 of 13

TAELE 3

BENI SUEF NEIGHBORHOODS

" Unsewered Sewered
Neighborhoods Neighborhoods
¢ Poor 100% 14%
% HKaving paved main gtreets 15% 86%
% Crowded 8% 43%
Number of Neighbcrhoods 13 7

The University of Cairo team working in Feyoum found that the newer rural
areas acded to the city were the poorest and that the city's low-income
neighborhoods were: the least 1likely to have essential services. The
Micssion-funced study of basic irfracstructure for these three provincial
cities cercluded "from windchield observationg" that the areas not served
by water nctworks have the poorest housing end "prasumebly the most needy
persons.” Confirmation of this relationship between housing ancd poverty
is provided by the Missiorn's socio-economic study for the proposed Cairo
metered water project. This study fourd a disproportionately large
nunber (€3%) of the families in informal areas were in the bottom
cucrtile of urban family incones (expenditures).

in the older and more cengested parts of cities, it seems that the poor
are the nost likely to rely on puktlic taps. These are the residents who
are ustally the first to suffer when the system's pressure drops. The
poor, regerdless of where they live, are most likely to be deprived of
essential services.

3. women

7he way water is provided has an especially significant impact on women,
for througliout Egypt they have the responsibility for collecting water
when it is provided by pulblic tapsc. They are also responsible for
dieposirg of waste water.
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wa-er containers come in different sizec. The 20 to 25 litre bastilla is
commonly used. Women carry these vessels on their head. They store
clean water for drinking in large, heavy, oval-shaped jars (zir) or
emclier pottery jugs (kola) that are filled from the zir. Special

bastilla are used to store wastewater or to store water to be boiled for
laundry.

Obtaining and disposing of water is a lator-intensive, time-consuming,
and energy-expensive responsibility. The amount of time devoted to thie
onc furction alone depends on the size of the femily, whether they have
animals (and many of the rural-area neighborhoods in the provincial
cities are likely to have arimals), the distance between the houce and
the water source, how difficult the trip between these two points is, how
many outlets there are at the source, how many other wormen want to obtain
water at the same time, the water pressure at the tap, etc., etc.

An adequately operating water tap in one's own home can easily save many
women (and their daughters) up to 3 or 4 hours a day! The siting,
desigr, and adequate operation nf water taps outside the home also can
have sigrificant time, energy, and health impacts on women. Women,
therefore, are particularly likely to benefit from improved water
services.

C. CONSTIAINTS AND ISSUES

AID and other donor agencies have identified a number of issues that must
be addressed in the design and successful implementation of sewer and
water projects in Egypt arnd elsewhere in the Near East. It will be the
recponsibility of the T/A contractor for the present project to work with
the three cities in devicing and executing solutions to these and other
problems as they develop.

1. Increzsed Consumption, Weste, Cost, and Cost-Recovery

The Cairo study of informal areas estimated that families obtaining their
water from pullic taps consume on an average from 21 to 36 1/c/d. The
world Bank study in Beheira places this figure at about 40 1/c/d4, but
consumption figures more than doukle -- up to 90 1/c/d =-- for "low grade
aprortments with one tap per dwelling" (see Table QJ.

T

PR
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TABLE 4

WCGRLD BANK CONSUMPTION ESTIMATES BY CONSUMER CLASS
(Beheira)

Liters/Capita/Day
Consumer Class Description 1980 1990 2000

A High class with luxury dwellings

with multiple fittings 1€0 190 200
B Middle class to good standard

hoveing with full plumbing 118 125 140
Cy Low grade apartments; one tap

per dwelling with shared

toilet - Urban 90 90 90
Co Low grade dwellings, genelally

in rural areas 65 65 65
D Concumers on standpipes 40 401/ a0l/

For the purpose of demand projections

trades, institutional use and supply
these categories will be metered.
approximately on 55% carried away,
washing and 10% wastage.

15 1/c/d has been added for small
at mosques; water supplied under
"The standpipe requirement based
35¢ used at the standpipe for
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hetuval l/c/¢ ficures will dependé on the type of delivery system provided,
particularly the decgree to which reliance will be placed on public taps,
the deciun of the teps, the quality of water provided, and other
considerations affecting the release of suppresced demand for water. The
world Bank calculates that the Behecira project could meet basic water
nceds without abcsorbing more than 2% of a household's income. The
corsultant report for the present provirncial cities project indicates
ruch higler charges, &although the two sets of computations appear to
ircorporate different cost considerationc.

Unfortunately there are no data on either the price or
income-elasticities of derand for water in Egypt. It is not possible,
trerefore, to develop an optimal or even defensible delivery system that
weculd balence cost-recovery with consumption levels, needs, ability to
pay, end, mnost importantly, sole 24-hour reliance on the safe, reliable
water and sanitary services thet will be provided.

Major potertial cost savings could result from rehabilitating existing
systeng.  Unaccourntable lousses to the systems would be reduced, leaving
more "k:llable" water. On the other hand, there are strong religious
beliefs regarding free water, especially from public taps. Therefore,
reliance on thece tapc, .¢e¢ in Fayoum, could reduce the amount of Lillakle
watel. Fulrthermere, as suppressed derand is released through better
service, i1t is very likely thet wastage will alsc increacse. Experiences
clcewhere in Egypt indicate that concervation of water is a major iccsue.
The hicher tne wastage, the greater the cepacity arnd output that must be
decigred into the system. Capacity has obvious implications for both
cepitel and recurring costs.

Initial - cyctem development and household connections for individual
dwelling wunits and buildings alsgo raice serious cost questions,
erpecically for the poor. ES-Farsons estimated it would cost L.E. 740 to
connect an individual tuilding in Cairo's informal areas to a proposed
water and sewcrage system (cee Takle 5).
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TAELE 5

ESTIMATED COST OF CONNECTIONS PER BUILDING
(Cairo Informal Areas, 1¢80)

wWater = Street main to building L.E. 110
Sewer - Street main to kuilding 90
TOTAL - Street main to building L.E. 200
v.ater - fhare of street main to source L.E. 110
Sewer = Share of silreet main to disposal 430
TCTAL - Efhare of street mains L.E. 540
TOTAL -~ Cost of Water and Sewer L.E. 740

Many families are apparently willing and able ta pay for connectione.
Most families, however, would need access to crecdit that does not now
exist before they cculd obtain service.

These figures for both initial and recurring coste raise guestions about
appropricte standards, technologies, and least-coct solutions for water
and seweraye systems.

On the basis of experiences elsewhere in Egypt, it seems likely that the
initial costs for connecticns will deter many landlords from providing
survices to their tenants. Forty-seven percent of Fayoum households are
renters, and there is a growing number of renters in Beni Suef. Their
iandlord's consent is required hefore connections can be made, but under
present rent control laws, the landlords have minimal incentive to
provide this service or ever. allow their tenants to pay for it themselves.

In summary, the success of sewer and water subprojects targeted to
beriecfit the poor will deperd on the ability of thece citieg, with the
asvistance of the T/A contractor, to devisc ingenious solutions to issues
re.ating to standards, the distribution of different types of outlets,
_anitial and recurring costs, credit arrangements, conservation measures,
cultuial attituder toward water, the legal rights of landlords, and the
irncentives that can be priovided so that their tenants gan benefit from
the new cervices in the three comnunities. Annual evaluations will
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address these issues, znd changes in program concept and requirements
will be made, as appropriate.

2. Sewers, Water, and Health

Public health experts suggest that systems providing over 40 1/c/d
require watertorne sanitary systems to dispose of waste water. As
indicated earlier, household connections are likely to increase
consumption levels to at least 90 1/c/d. Existing pit latrines are not
adequate to handle this increased load. If families dispose of their
wvaste by throwing it on the streets, then the provisien of safe reliable
drinking water could have just the opposite effects intended for it.

Therefore, cities will have to closely coordinate the extencion and
upgrading of their sewer and water systems.

The World Bank concluded that providing potable water to Beheira would
not by itself assure that the intended health effects would be realized.
The Bank, therefore, built a small health education component into the
project. It is to encourage consumers to make proper use of water and to
fellow good sanitation practices. Conservation measures could also be
encouraged by this effort.

The presant project wiil encourage and support similar complementarities,
which in turn will be subjected to annual evaluations.

3. Paving:

Regarding street paving and/or resurfacing of existing streets, the
Mission's experience in other water and sewer projects in Egypt has shown
a demonstrable need to repave streets after excavation to install water
and/or sewer mains. The perceived benefits by the population served are
enormous. While storms are infrequent in Egypt, they do occur and are
usually intensive. Without providing proper drainage, grading and a
surface treatirent that will last with minimum maintenance, swampy areas
are formed with their attendent adverse effect cn the health of the lower
inccme families. However, each street paving sub-project will be
subjected tc a socio-econcmic analysis of cest-effectiveness.
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UNITED STATES AGENCY for INTERNATIONAL DEVELOPMENT

CAIRO, EGYPT ANNEX F
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CERTIFICATION PURSUANT TO SECTION 611(e)
OF FAA 1961 AS AMENDED

I, Donald S. Brown, Director, the principal officer of the
Agency for International Development in Egypt, having taken
into account, among other issues, the maintenance and
utilization of projects in Egypt previously financed or
assisted by the United States and technical assistance and
training planned under this Project do hereby certify that

in my judgement Egypt has both the financial capability and
the human resources to effectively install and utilize the
cenital assistance to be provided in the participating
Governorates under the Provincial Cities Developmefit Project.

Donald S. Btéf-/

Director
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DESCRIPTION OF LOCAL GOVERNMENT ORGANIZATION

Formal Levels of Organization within the Governorates

The Governorate .

Headquarters This organization has general responsibility
for supervision and/or oversight of performance
of local government responsibilities,

Markaz (District) Districts into which the governorates are
divided for administrative purposes (similar to
U.S. countries).

Markaz City The principal city within the Markaz
(frequently the only city therein) is
responsible for not only administration of its
own affairs but also various aspects of
coordination of the municipal and village
council governments within the Markaz.

The Markaz city in which the headquarters of
the governorate are situated is frequently
called the provincial city, or the "Capital
city". 1ln law it apparently has the same
status as each other markaz city.

villaye=Councils Organizations of groups of villages for
administrative pruposes.

Principal officials and official bodies:

At tne Governorate Level. The Governor is nominated by the President and
has ministerial rank within the government of Eqypt. As such he is the
most 1mportant official within the governorate. He has wide legal power
in a number of respects but is limited in other areas, especially in the
bucgetary process.

The guvernor presides over the governorates Executive Council, composed
principally of directors of those ministries that maintain directors at
tne jovernorate level. The. executive council #s th%_pﬁficial .
administrative coordinating body of the governorate.

-~
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An Elected Council Provides representation from the various markaz into
which the governorate is divided--consisting in some of the larger -
governorates of more than 60 members. The powers of the elected counoil
appear to be limited to (l) Approval of the proposed budget for the
governorate, (2) approval of the distribution of moneys, within the
"headquarters budget" of the governorate, among the varjious units of
local government, and (3) certain oversight and "follow-up"
responsibilities.

The Markaz City. The Executive Council of the markaz city (which is the
capital city in the case of the three cities of concern in this study) is
presided over by a chief, who is frequently referred to as the Mayor. He
is appointed by the Governor. He does not have authority to enforce
otders or, except under extreme circumstances, to replace local
directors. The mayor is assisted by a deputy who acts as his principal
administrative officer.

Tne Flected Council of the markaz city stands in relation to the city in
much the same manner as the eilected council at the governorate level
stands. .

Public works Organization, Operations and Staffing

Governorates and City

Public works within the procincial cities are implemented, cperated and
maintained at various levels of government. The main city-related public
wulkS responsibility at the governorate level is with respect to roads;
none of the three cities are well staffed for road projects and only
essentially have only laborers for road maintenance and repair. The
three governurates have responsibility for all paved and unpaved roads
within their jurisdiction except the Cairo-Aswan Highway, certain
bridges, and the city streets. in practice, the governorates also
pruvide services with respect to city streets.

\D
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The following governorate highway departnent staffing levels were
reported:

Beni Suef: 3 Engineers
40 Technicians
1,500 Laborers

Fayoum: 5 Civil Engineers
4 Mechanical Engineer:
12 Assistant Engineers
1,100 Laborers

Minia: 3 Engineers
6 Technicians
.+ 1,700 Laborers

City statfing in cach case incluces an enyineering department
with responsibility for water and sewers, among other functions.
Arnex L proviages the organization charts for the three cities but
these are not uniformally representative ol actual steffing. In
tne case of Fayoum, the following staffing levels were reported;
this data may be considered to be generally representative of the
other two cilties as well.



CI1Y OF FAYOUM STAFF

Description

Specialists (Engineering, Agriculture,
etc. University Degree).

Technical (High School Degree)

Professivnal (Carpenters, Drivers, etc,

Administrative A (Univ., Degree)

-

Administrative B (High School Degree)

Assisting Services

City Total

Annex G
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Grade/Level
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Numbe

11
112
129

75

78

405

l\l

21

122

211

341

167



UNITED STATES GOVERMMENT

memorandum

NE/PD/PDS, Stephen F. Lintner,4ﬁé;{ ANNEX H

Burcau Environmental Coordinator Page 1 of 6
EGYPT - Mid-Egypt Provincial Cities - Project Identification
Pocument (263-0127) - Environmental Review

May 19, 1981

NE/TECH/SARD, John Lewis,
Project Chairperson

I have reviewed the initial Environmental Examination (IEE)
prcpared for the proposed project and concur with the recom-
mendation of the Mission that it be given a "Positive Deter-
mination" in compliance with the requirements of 22 CFR 216,
"A.1.D. Environmental Procedures". It is requested that the
Mission provide this office with a "Scoping Statement'" for
the Environmental Assessment when it becomes available.

cc: GC/NE, T. Carter
AlD/Cairo, W. McAleer, Mission Environmental Officer
AlD/Cairo, L., M. Hager, Senior Legal Adviser
AlD/Cairo, A. Nathanjelsz, Mission Project officer
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ANNEX H
Page 2 of ¢

INITIAL ENVIRONMENT EXAMINAT 10N
. NERATIVE OISQUSSION ——

!

Froject Locat h;g

Egypt

Pm[ect Title

Provirclal Cities
Fundim (Fiseca) Year ang Amnoy
FY 198) 575,090,000

IcE Preparey By

Ault Nathante]s; Date: Februagz 5, 198]
Action Recomnerndcd
—\?-_

The Project myy have an effect on the environment and therefore a
deteminatign equiring that @ scoped environmenta] assessment qf

effects of waste water disposal pe conducted prior to
1n1tlatlng Cishursement for  the construction o materia]
modifications‘_nf aste water plants Is recomnengeq.-

Discussion of Ma jor Envimnmental Relationshlgs of Pm{ect Relevgn_t
to Attacheg Inpact Idcntificatlon and Evaluatinn Form
—— 00 ITect ——==2100 Fom

ar2as as oyeh 'city sees fit Subject tgq broad Project buidellnes.

he envision tr Infrastructyre Projects tg be seclected tq be the’

éxpansion ary fdarnizat {on of the water  ang Sewerage Systems
fervimg thoce vities.,  The Components gf the project {n each cfty
will be:

a) Consultin; ‘ervices tg generally tegt f'easibility and  plan
Arojects; -

L) Conselting i rviges to design projects;

c) training;

a) constructicn o replacement  gng Cxpiinsion of Cxisting notabl,:
water any Sewer,sp Tystems,

W)
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Although na negative ,effects are foreseen the relationships of these
ccrwonénts to the envirormment vary. Generally, the intent of 211 the
corponerits Is to improve the functloning of the existing potable water
and sewage networks. Because the systems are now operating at "less than
optimum effectiveness with resulting delitorious effects to the ecology
ard human health overall project effect will be to.better the enviromment

as efficlercy Is improved. .

The project planning and preparation assistance will only affect the
envirorment as plans are developed and projects implemented. These plans
and projects cannot now be delineated. However, what can be defined fis
the responsibllity of U.S. funded personnel to consider and exsmine
envirorwertal  factors in  plan and project preparation. Such
resporsibilities will be written Into the scope of work for these

personnel.

In a similar manner one of tha requirements of the feasibility stucy and
preliminary design team will be an analysis of the potential
environmental effects of any changes proposed in the current systems,
Such analysis will te delineated in the Scope of Wark, will be furded and
specific sections’.of the feasibility work and preliminary plans will deal
with envirommental, issues. Aqaln, possible issues or guestions canvct be
accurately predicted at this time. However, if it is proposed that any
waste witer plarts are to be materially modificd

Or rcw waste water plants constructed a scoped environmental assessmert
focusing on tr2atmeit metheds and ef fluent dicpcsal shall be made prior

to anv AID furding of construction. -

Tralning per s2 his no envirommental impact. But the contents of the
training can affect perceptions of the effects of various actlons on the
enviromment, 1t is expected that the training program developed will
cohtnin suitaole cmehasis on environmental factors to be considered in
plan:ing for and oporatieg the  water and sewz2rage networks,

The censtructicn clement will seek to expand and improve the existing
system. The program does not propose to change the basic system.
Although the construction phase might temporarily cause certain noise or
¢ust pollution, as construction is finished these will disappear. The
ultimate result will be a better operating water and sewerage necwurk
with a beneficial envirommental effect as water and sewerage is better
treated and water new is econamically utilized,

- .o '.' N . . .
fo concluce, a rnegative IEE  determination®"is  recommendec. This

recomendation is Lused on a positive environmental impact' from the
projuct.,

\0
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ANNEX H

INPACT ITSNTIFICATION AND EVAIUATION FORM

Page 4 of 6

Impact Identi fication

ad Evaluation

-~

Impact Arcas md Sub-areas

1. vinging the character of the Land thrﬁu
& Increasing the population
b. Extracting natural resources
C. Land cleaning
d. Changing soi) character
2. Altering natural defenses
3. Foreclosing Irportant uses
9. Jccrp;%rdizing M or his works

5. Other factors:

B. WATER (1) TTy

L. Thysical state of water

N

« (Gremical and biological states
3. Ecolegical balance
1. Other factors:

Project will improve sewerage treatment and
I rove both physical and biological states
cf water

CemAaccene. o

- No envirenrental impact
Little envirorental impact

| phetfate environmental impace
H - {_g?jmq renmental impact

u- ML etiv i renent al Imact
ALt

Zr-=
)

O\



ANNEX H -

3. Noise pollutian

4. Other factors:

D. NATURAL RESCURCES

Page 5 of 6
" 'ISPACT IDENTIFICATICH AND EVALUATION FORM Page 2
C. 'ATMCSPITRIC

1., Air additives

d. Air pollution

1. Diversicn altered use of water
2. Irreversible, ineffident commitrents

3. Other factors:

1. Atering physical symbols
2. Dilution of cultural traditions N
3. Other factors:

F. .'SCCIO LCauaiC
1. Ghanges in economic/eip loyment pattem ___l______
2, .(.]1:2133.-5 i1 pupulation . ___N_\
3. Guages in cultural pattem S\
4o 0ther facturs:

m——— - - - e —————



ANNEX H

DPACT ITENTIFICATION AND EVALUATION FORM

G. HEALTH

1. Gianging a natural environme:t
2. Elirinating an ecosystem elenent
3. Other factors:

Potable water availability

Lowering of disease

H. GAIRAL

1. Intematimal Impacts
2. Controversial Irpacts

3, Other factors:

I. ONER FCSSIBLE IMACTS (not listed above)

Prepared by:  Ault Nathaniels: v Date:

Project locatien: Eoypt

Project Title: Provincial Cities

Page 6 of 6

Page 3
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SUMMARY
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ANNEX 1

EVOLUTION OF LOCAL GOVERIIMENT IAWS

Pane 1 of 7

Characterizoics

Law tin. 124/1%60

Law Nao. 57/1971

Law No. 52/1975

Law No. 43/1?79

Proposed Amendimcuts

M!rlstarlal" Comnitire for
locsl qovernmint whose
formsglon i3 authorlzed ty
4 declulon frem the P'resi-
dent of the Pepaubdicy

Vice Fcauident §s Cliairman,
the nlstr of local
“overanent {n charge of
secretarjat,

Ministerial committee for
local government undcr the
chajimansiip of the Prime

Miniater, or the next in

line from committee mcmbers,
and menmbership of minlsters
whose functicns are related
to local govermment.

Ministerial cumittee for
local government under the
Chairmanshlp of tha Prime
Minister, or the next in
line frum among committee
wembers, with menbership
of ministers vwhose func-
tions are rolated to local
govarnment,

Councll of Government with
Prime Hinlster as Chafrman,
and membership of Minfster
of Local Guvernment and all
the qgovernors.

ltigher counc{l for Jocal
gavernment which includes
heads of local popular
councils of the youvernor-
ates and the gqovernors.
This convenes {n the form
of a conference under the
chalrmanship of the Prime
Minister, :

Les=lz

Guvernorate, Town, Village

Governorate, Town, Village

Governorate, Markaz, Town,
District, Village

Covernorate, Markaz, Town,
District,village

Governorate, Markaz, Town,
District, village )

€3) 1.:¢ Courclis. lucal Councilt Majority Executive Council and Popu-][xccutive Committee which | Local Popular and Execu- Hone- -
jof memb.cry are cluctesd, lar Council at the guvern- | includes the Covernor or tive Counclls at all
Isome reprasentativey of orate and othor levels. head of unit; and an levels,
lminlerlca. elected popular council at
the goveruorate, markaz,
town, village and urban
districc levels,
(1) Farmation of ‘fiovernarate: . Popular Council: Governarate local Council Some as in No, 52, except None,
:1. Covernor - NWead. 1. Sccretary of the Gov- 1. Secretary of the Govern- that female representation
: ernoratc Socialist orate Socialisc Union vas introduced for cvery
2. 2 - 1 memk2rs in every

markaz or administra-
tlve departmence, or
the membrers of the
Exocutive Comhittce
of tha Hational Unlon.

). Sclected members from
the National Union.
4. tombers of gelected

cccupations,

Tawn Councilss

1. 20 membera from the
Execut{ve Committce
of the National
Unlon for the town.

llot morc than 5 mem-
bers chosan from the
National Union.

Six memhers of welec-
ted occupations,

Union Ccmmittee as

Chalrman. .

Members of the Gov-
ernorate Socfalist
Unfon Committee.
Citizens of towna.

Two members from youth.

Two represcnting womend
activities.

Executive Council:
1. Governor i{s Chajirman.

2.

Deputy Covernor, it
available,

Govarnorate General
Seccretary.

Representatives of
govarnmenl organiza-

tions.

Conmittee {s Chalrman.

Markaz:

1. Light ‘mcmbers from the
capital of %he markaz.

2. Four members from every
village unit,

Towns:

1. Elgqht members for every
administrative depart-
ment,

Sixteen members for the
town having only one
administrative dcpart-
ment. )

Districts:

1., Council based on six
membors representing an
adminjistrative depart-
ment,

marhaz «district.
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ANNEX 1
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Lav 1to. 121/1900

P —

laaw Mo, 57/197)

Lav. Mo, %2/1975

Law tn, 431/1979

()

Coarma lan af

¥1ilage Comneiln:

l. Hol mocr thon

10n mom-
bevs (rom the Eyecn-
Live Commitiea af the
Saclali<t Unicn.

Ex-officin members
selrcind Ly 8 Gavern-
or's lacisien,

(5]

D —— s —— ———

T4a wechers by Coclalon ,

f19m Minlster of Local
Sovernment,
pedal by the Cuvernor.

based ¢a pro

]

. It is pPermicgable |9y

invite:

when dealing with

topfcs related to fhem.l

‘VllIngesx

lirade of Tovns,'EB:;EIT_;f 16 mrmbery,
representatives of A3en—

clea and rconomic units |

Proponred Amendment s

120l

Ccnqsll

TATsmarl-

Covernacate Cauncllqag

——

1.

Essabl{zlurent &
acmizistration af pl}
u*ilities and wvorks of
In=a) nayre that have
77ncral bhennfit for the
Covernncale.,

Start projents of local
natuen that-tnun and
villaqgn cuuunlls’nrc
unable to establich.

Glve techuical and
financial aid o social
and benevolent organi-
crtions,

Covarnorate Councll]
should participate with
other town or village
councils in the egtah-
11shment and Aadming s~
tratlon of public
utilltfea,

futhorizing the dona-
tion of Guvarnorate
froperty (ree of charge
te realize rublic bene-
fit to the asount of
LL5,000, after the
approval of the Mipn{a-
tar of 1hcal Government,

.Popular Council Responsi-

The Gnvcrnoratgsv

bi

1itleq;
Undar Law No. 57,

the popu

.lar counctls are respons{-
ble for follow~up and

.exccution of plans related

to national work programs

Hn the Cavernorate,

The

Council {a ulso respensi-
ble for sungesting poli-
=1rs, taking decislons to:

1.

2,

Consolidatlng defense
of the homeland. ,

Suggest and establish
utllitlgs of local
nature. -

Implement projects of
local nature that town
and village councils
Are unable to esatabl{sh,

Fartlctipate in public
benefit projects with
other Governorates or
councils,

Approve the Goveraorate
budget,

Approve the (inal
accounting of the Gov-
ernorate budget,

1.

Control and ;;bervlnion
over different pdhifc
utilities and worka of
local nature vithin the
Governorate.

Control and supervislon
over work of uther couyn-
clla, sanctioning of
thetir decisionns,

The Toverncrates:

approval of cstnbl{ch-
ment or abolishment of
local units within the
Governbrntc.

Hithin the General Flan:

8. Confirmation and
follow-up_ of cxecy-
tion of projectas of
development plans,

Confirmation of popu-
lar participation
plan for alding in
local projects.

Proposal of taxes an?
fees,

Approval of ercablfah]
ment of loca' produc-
tion projects.

1. Control ovar alt ueflig-

tics and warks that

fal) within the Juris-
diction of the Govern-
orate, and supervision
over i{mplementation of
broduction plansg related
to local development, -
which i{ncludes:

Confirmaticn and fol-
lov-up of implementa-
tion of economic
developmrent plana.

a,

Defining the popular
participation plan to
aid In local Projects

Aprroval of spatial
and utilitles plan-
ning projects.

Local tax enforce-
ment,

Preraration of 1111¢-
eracy ~radication
plans.

Covernorate local Councils

1.

Are given many responsi-
bilitiesn Previously
assigned to the Counc{l of
Governors, such ns:

Authorizing the nlloca-
tion of property of
local units to fodividu-
als free of charge, if
the cecipient is of
Egyptian origin, but for
non-Egyptian instfey-
tions cr persons, the
Cabinect neecs to author-
ize such a transaction.

Approval of loans for
governorate productive
pProjects 1f the loan 1is
from an Eqyptian Rourcey
1f the lcan s from a
forelgn country (or
institution) the Cabinget
fhould authorize the
transaction.

Détermlnlnq of addi-
tional tax which should
not exceed S parcent of
the original tax; the
additional tax on land
rhould nct exceed 15
percent of the original

land tax.
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Law No. 5771971

1
Law Ho., 52/197% {

l.aw Ho. 41/1979

Proposed Amerndmenta

Touwn Councils:

1.

Village Counclls;

Giving inans to authori-
tics and-establirhments
after cucefving the
appreval of the Minia-
ter of lLccal Government

The Ccunzil m:cy con-
tract loanr after the
opproval of the Minis-
ter of Local Govern-
ment; o Minfsterial
Commltetece for Locul
Covernment, or hy
Fresldential decrea.

Tler fyee uue of town
money {or rcalizing
[ruhlic benefit to the
arount of "LI],000,
after recelving the
approval ot the Minis-
ter of local Covern-
ment, [or amnunts
excnreding LLL,U000,
and for non-govdrn-
nntal use, the
approval is by Presi-
dentlal decree.

The Courncil within its
jurizdiction, i3 author
1zcd to implement laws
and requlatjon: related
to public utilitics

1.

2.

The Village Councll s
responsible for provid-
ing the following serv-
lc~as  Education, healthl
culture, soclal, labor,
agrlculture, orqaniza-
tion, and any other
warvices that may be
given to 1t.

The administration of
the combinnd unit with-
in {ts jurindiction.

9.

Follow-up on the execu-
tion of the Genrral
Plan for production

and services relatcd

to the Governcrate.

Study of illiteracy
eradication plans and
family planning.

Support of projects
and local industrinrs.

4.

1t s permitted, after
the approval of the
Minister of Local
Government, to donate
some of its property
frce of charge to the
max{mum amount of
LE25,000.

The Council may, afte:
the approval of the
Hinister of lccal Gov-
ernment, take a loan
within a [ixed amount
of 1ts resources.

Grant aid to public
authorfties and local
public establidlimcnts
within the Governorate
to implement jirojects
having general bencfit
after obtaining the
approval of the HMinis-
ter concerncd.

Give opinion on subjects
the Covernnrate, or con-
cerned ministers,
require an opinfon on.

The Markaz:

1.

Supervision and control
over work of Town and
village local Counclls
that fall within its
jurisdiction.

Control and supervision
overt

Confirmation of the
Harkaz plan.

Determination ot
Markaz popular par-
ticipation plan.

b.

Prupose the cstah-
linhment of uttlities
that have gencral
benefit tor the
Marhaz.

2.

Markaz

1t Ciffers from Law Ho. 52
only in the followina:

1.

FstaLlish free zoncs
or joipt fnvestment
venture companies
with Aradb or foreign
capital after obtain-
ing the approval of
the General Author-
ity for lavestmant
on such ventures.
Alproval of Council
regicsentation in
internal conferences.

In rclatlon to other
locat popular counclls,
the Council s recponal-
ble for supervision and
control of their work,
sanctioning or refusing
decisiun taken by them,

Tha Goverucrate local
fopular councll may
freely dispose of. any of
the fixed asscts of the
Governorate, or lease
such property at nominai
rent, or at less than
market rates, {if such
dispocal 1s within a
150,000 1imit.

The Council may contract
Joans for productive

f'tojects not to excecd
20 percent of its reven-
ues,

Giviny technical and
financial aid to social
and benevolent entities.

The Markaz Local Popu-
lar Couancll, on approv-
al of the Governor,

may dispose freely of
Mrrkaz property for pur—
poses of public benefit

Deternination of some
local fecs.
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“hractecisrice

L.aw Ho,
|

124/19%0

Law No. 57/1"71

Law Lo, $52/1975

tavw N, 431/1979

Proposed Amendments

(3] l__l:'-ltl
Coua:i}

F Al
-—

et inund)

J. It s parmitted after
ohtajning the approval
of the Miniater of
Locnl Governnent to
auvthoriz» the alloca-
tion of some of the
oroperty of the
Markaz within a 1limit
of TLES,000,

Towny:

1. This Council s res-
ponsible for control
and supervision over
district councils and
coordination amonqg
them; ecnntrol and
nuprrvinlan over 411~
feront-utilitien of
local nature,

2. Authorize the alloca-
tion of town proparty
free of chatae aftor
the appurnval of the
Minl=tar of local
Covernrent within the
amount of LIS,000,

1. Control and supervisjion
over Aifferent utili-
tics of local nature
within the jiirisdiction
of the acctor.

2. Collectien of revenues
in town account and
determination of
expenditures suffi{ci-
ent for esch sector.

{1f such disposal ls
within LE10,000. M,
for proposals of
LE10,0N00-LE5S0,000 the
approval of the Gov-
ernorate Popular Coun-
cil is required for
non-qovernment
entitics.

Townn:

The same as In Law to. 52
except that the Town local
Popular Council, on
approval of the Governor,
may freely 4dlapose of

any town asscts for public
henafit purponen §f the
diaponal 13 within
1.1110,000 during one flrcal
year.

The same as under Law No.
82,

(61 Aurhority

of the

Goweonor

The qgovernors shall be
trcated on par with vice
ministers with respect to
salary and pension.

Nther than the above,
_rules applied to dnputy

Under this law, the Gov-
ernor acquirecd the
status of Vice Minis-
ter. lle may also be
sppointed with a status
of Minlster. -

The Covernnr (s treated on
par with minister or vice
minister, depending on his
appointment by the Presi-
dent, Ne suprcrviaes the
implementation of State

The Govsrnor shall he
treated on par with min-
iaters with resrect to
salary and pension. The
Governor represents the
President in the

In addition to all changes
introduced under Law No.
43, the new smendments
state that the nomins- .
tions for President and

|
;\\

Vice President of the
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Law No. 52/1975

law No. 43/1979

Proposed Amendments

(61 2yr rerd 4
[ SEAXY
&;hz;o{
lcrelinued)

Pinlstets ara applied to
the governors, - The Gov-
atnnr, within his juria-

diction, represents the

cxucul fve autharity and

{s responallble for
implemanting state
pollcy.
may transfer srme of
his functlcus to the
overnor. 1ha Guv-

Fveiy wmigiater

#rnor a<dsumes Lhe super-

viaton over all func-
tions transferrcd,

policy, as well as the
responsibillties con-
ferred on him, Under Law
No. 124, the Governor
haa the authority of cthe
HMinister in relation to
all employces in the
Covernorate whose res-
pensibilitics have been
transferred to the local
units, °

Governurate. e {s reg-
ponsible fcr the fuple-
mentation of State policy.
The Governur assumes all
exccutive authuricics
granted to ministers with
respect to all public
utillities which faf} under
local quverament unig
Jurisdiction. The Guv-
ernrr has supervisery pow-
crs over all branches of
ministries which did not
have thelr funciions
transferred to local units,
except justice agencies.
Acrticle 139 gave Lhe Gov-
ernor the right to trans-
fer chairmen of markaz
and districts within the
governorate without the
approval of the lrlnlutcrL
concernc:l,

Univeraity are mada by the
minister conccrned with
the approval of the Gov-
ernor. BRoth the Covernor
and President of the Uni-
vers!ty are resgonsible
ftor palitical fccurfity {n
tha Univeraity; In addi-
tion, the Covernor fu res-
pPuniible for this Lefore
the Local Popular Councili,

Thn Governor ta head
of, und responsible
for, Inquiries. No
requests for

inquiry ever aub-
miteed to him.

Every member has the
right to question the
Governor or execu-
tive council marber;
to direct questions
in affalrs rclated to
their functions. The
Council's internal
regulations organize
the manner in which
these questions or
inquiries may be sub-
mitted and ts rcgu-
lations,

westions:
LA ALLAN

It is permitted for every
Governorate Local Council
member to question the
Governor, or heads of
government departments.

Interrogations:

it is permitted for mem-
Levs of Covernorate Local
Cowncil to submit {nterro-
gations to the Governor
under the following condi-
tions:

1. The interrogation must
be submitted by one-
third of the nembers,
or six members, at
lecast.

Request for !nrormat!on.
has replaced the Interro-
gat{on system because,
under this sysiem, Cecisi-
ons were not exccuted in
cases where responsibil-
ity was proven.

A return to the right of
the Local Popular Council
mrmbers to submit an
interrogation to the Gov-
ernor or heads of govern-
ment departments and other
local units. :

This is conditioned by a
tixed majority required for
submitting the request for
interroqgation.

Best Available Decumen
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Paw B, 124/19n

INREX ]
Page

lav Ko. S57/1¢7

Lav Nn, $2/14975

Law No. 4371979

Prornasd Amendments

17) Quzstlening

el Fn;nrst

tor Iaforey-
—_—

tie,n
(con* Inaued)

'
i
)
i

2. Discussion cannot
take place except
after seven Aays,
at leant.

A dacinion Ix: {ssuad
under the responaiblliey
of the Governor on a
srecific matter Ly abso-
lut~ majority of the
Council membrrs and the
concerned minister fq
informed.

(3} I"lnan~1a}

it
imielese g

—_—
%1 Thnir

Caraatiilitlmg
—_— ot

Jolnt revenues with all
governorate councila,

l. The rchare of the
Council (n the addi-
tional t~x {mposed on
Irport and erpart {s
half of the pro-

v o €200, the ather half

{1 credited to the
joint revenue
account,

2. Th2 Councils® share
In the adigitiangl tax
on transfarreble
asnels Is half of
the peaceads and the
other halt (s
cradited to the
Joint ravenun account,

Covornarats Conell

Si=clal revennqg;

Dan-guarter of the pro-
c2eds of the original
land tax {n the Jovern-
orate; onn-auarter 14

the prorcods of 1he Addl-
tisnal tax fmpasiend by the
Councll on land tax In
the fovernorate.

The same as under Law
No. 124/19¢0.

.

\

Avaiichls

h J

The establlahment of a
Local T'und for Service
and Development (1 F),
ocganizad by a deaclsion
frem the minister res-
ponsible for local qyov-
froment.  Half of the pro~
conads of the sale of gov-~
ernment -owned bulldings
and lard speciffed for
Luilding purpeses within
two boundarics were added
to Gevernorate revonuces,

Increase in the maximum
of ad1itional tax on
qovernorate imports and
exports. Additinnal tax
on movable asscts, prop-
erty tax; commercial and
industrial Profits. - The
governorate's own resources,
the sale of qovernment -
ovned buildinas and land
for building within town
boimdasy fes,

- Pecelpts derfved from the

xale of nowly reclaimed
land and agricultural land
in the governorate. Fifty
Percent of the Increase
made from governorate

local revenues abcve those
sprcified in the Budget

sre added to the governor~
Ate's Local Fund for Serv-
fce and Development, Thae -
law divided the country
tnto economic }eq!ons,

each region may Include

one or more governornte,
Fach economic region has a
capital and sheuldg estab-
1ish a higher comm{ttea fnr
reglonal Planning under thel
chairmanship ot the gov-
ernor of the region's

Determination of the
additional tax on com~
mercial andg indoserial
Frofits not to cxcred S
rercent of tha original
tax and on the aditional
tax not to exceed 15 per~
cent of the orfginal tax.
The governsrate toznl
Counci]l may levy Jocal fees
after specliying f{ts maxg-
mum and minimun, Govern-
orate Lucal Councl] may
centract loans for rro-
ductive or Investnent
Frojects required by the
governorate or local units
within {t3 boundaries’ . If
the loan f{a from a foreiqn
entity, Cablinet approval
1a required.

Deccement
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DRAFT
STILL UMDER R&VIEW

SCOPE QF SERVICLS
FCR THE PROVISION OF
CONSULTING ENGINEERING AND MANAGEMENT ADVISORY SERVICES
FOR THE
PROVINCIAL CITIES DEVCLOPMENT PROJECT

A. GENERAL

The SERVICES to be provided by the general consultant are described in this
SCOPE OF SERVICES.

Meture of the Advisory Services

In order to assist Beni Suef, Favoum, and Menia (the cities) in the
administration and management of “their developmenc program, the consultant
will provide engineering and management advisory services that will involve:

(a) Preparation of comprehensive system plans for water and sewer services in
the cities.

(b) Review of cu*rent organizational, technical, administrative, planning and
manzyerial procedures emploved by the cities, and preparation of a plan
settinq forth recommendations for improvements.

(c) Advice in connection with the cities' tecihnical review of designs, plans,
and specifications to be submitted hy e; alnenrlng design consultants (not
the c¢onsultant).

(d) Continuing advice and specific recommendations to the cities as to
administration, management of systems, accounting and budgeting,
truining, planning and prograrmming, project management, and maintenance
and operations of completed facilities.

Tne assictance will be divided into six major parts

Part I - Water and Sewer System Flans
Part II - Diagnostic Reviews
Part III - Development of Implementation Plans

Part IV - General and Functional Management Advisory Services
Part V- Engineering and Project Management Advisory Services
Part VI - Training

It is recognized that the Implementation Plan that will be developed in Part
III will to a substantial degree determine the final scope of services and
related person-month levels of effort for succeeding Parts (Part IV, V and VI)
and that the tasks and activities enumerated in those related sections cf this
Scope of Services are only indicative of the areas within whlch.the consultant
will provide advisory services.

WA
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location of the Work

The services to be rendered shall be perfonned in Beni Suef, Favoun,
Minia, Cairo and in the U.S. offices of the consultant. Those services
whieh can be more cconanicully perfomned in the U.S. offices nmay, subject
te agreenent between ull parties, be perfonned there. All other services
will be perforied prinarily in Beni Scuf, Fuyoun, and Minia through
advisors in those cities.

Relationship between the Cities and the Consultant

To the extent practiecable, the consultant will work c¢losely with the
cities' nayors and teehnienl representatives to facilitate the cities
maximun invelverent in the planning, reviews, analyses and
recomendations, as weil us in the integretion of the new or modifijed
systans and managenent techniques into the daily routines of eity
personnel,

The consultant will assist the cities «in the review of engineering
cdesign, plans, specilications, contract docunents or tender evaluations
una the concepts or processes depicted therein.

B, Work Plun
Pirt 11 - Diagnostic Review of the Cities
%irt I - Water and Sewer Systan Plans

Studies will be undertaken by the consultant to prepare carprehensive
system pluns tfor water und wastewater services in each of the three
‘eities. - The studies should address the inadequacy of water and sewer
serviees in developed and developing areas and the social impact of sueh
serviee shortages, problens of operation and maintenance of the existing
services, pollution of mnjor surface waters, and poor health conditions
inmany seetions of the cities. Working with city technical staff while
using the mest recent plunning teehniques and principles of environmental
entineering, the consultants will prepare development plans for the
period from the present to the yenr 2000, This work shall be coordinated
by the consultant with the various (VE agencics and consultants preparing
the physiceal plans of the eitics. The work involyed will include but may
not Le limited to: ' )
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1.1 » detriled assessmert of existing facilities and crenditions of the
water and sew.r systens of the cities.

[
.
48

5 odeterrination of the faclors which affect the design of existing
ten improvemnts and the development of new facilities.

S5vs

1.3 Studies, analysas, and projectinn of the system requirernents in terms
of caracity, extensiveness, and appropriate technologies.

1.4 Development and comparison of altcrnative solutions to meeting system
reguirernients follo- *d by sclection of a preferred plan in corjunction
witn the cities, taking into account economic and functional
constraines.

¢

1.5 Selection of Top Priority Projects for immediate construction or
equipaent needs in each city along with staged development programs
to a2mplenent the reccrrended system plans, including, immediate
paving 2nd/cr remaving needs of the cities, and assistance in the
preparation and award cf contracts as approved.

[
"

.5 Freparation of conceptnal designs and cost estimates as well as
econcnic, sncial, and envirormental feasxbllity analyses of both Top
Priarity and Stage One Projecte for implementaticon.

Taese plans shall be prepared in such a manner that they will provide an
informatinn Lbase fron which the elescted city councils can make more
informed and realistic juigements concerning both short and long-term
plans for watar and scwer system development. A major objective of the
wor< will be the deternination of an ecarly constructinn program, which
would provide maximum.-bepefit to the cities and still be consistent with
leng=tern planning goals.
2.1 Review Cities Operations and Procedures

a. Assumbla and Review Data on the Cities

. Iiscuss Organizational Cevelopaent with the Cities Manageuent

cC. Mixe Sive Visite ta the Cities Facilities and Divisions

A sericzs nf initicl introductory meetings will bewconductgd with the
cities' seninr management, officials, and the other consultants serving
the cities, to develop an understanding of project objectives and
rocuirennnts.

™ initial collection and cataloging of technical, statistical,
perfornance and poocedaral data will be undertaken. This will include
relevant prior and current studies such as the Management and Tariff
Studics relative to Water/sewerage Systems and the Report on Prévincial
Water Sarply Srerems. It is recugniced that some of this material will
Le in A']u*c and rejquire tiat translation be performed by qualified
nutsicée translators.

Poxt Available Document P\
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A series of discussions will be held betveen the consultants project team
and the cities' nsnaganent related to organizational developrent and
short to long-runge development program objectives.

Familiarization site visits will be carried out to various city plants,
facilities, divisions, gencral office, ete. during this initial inquiry
phase.

2.2 Assessment of Level of Workload Facing the Cities During Entire
Develoment Program Period.

The results of the initial interviews, meetings, inquiries and studies
will be systhesized to assess the magnitude and scope of the work which
the cities must face to adninister the phased developnient program.

2.3 Assess the Cities Program levelopment Requirements

a. Lvaluate Present City Staff Cupabilities
b. Detemnine Staffing Nceds to landle Development Program
¢. Analyze Funding and Other Resource Constraints

Through anulysis and assessment of the material and information obtained,
an initial evaluation of existing city staff cupabilities will be
perfonned. A preliminiry evuluation of phased staffing requircments will
be also conducted.

Review of the phased development progran will be performed to ascertain
the type and level of resouree constraints ireluding human, physical and
financial.

*2.4 ldentify Alternative Minagoament Development Strategies Open to the
Cities

Alternative managenent development strutegices will be formulated and
discussed with the cities.

2.5 Present Swmwry Repert of Initial Findings to the Cities

The findings and conclusions of this initial diugnostic phase will be
reviewed with senior city managanent staff and prgsented in a Sunmary
Report. At this time any additional, required advisory support
assistance will be identified and recamendations will be submitted to
the cities and All,
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PARTI 111 = DEVILORMENT OF INVPLEMINTAT ION

Bused on the fincings and conclusions produced us & result of the Purts I
and Il (Plans and Diagnostic Reviews) the consultant will develop
Inpleientution Pluns that will include:

Strategie and Organiziationnl Guidelines

- Recanunended Manegemnent linprovaients

- Engineering and Project Managenent Requireanents
- Overall Developnent Program Execution Schedule
-  Supplenmental Q%1 Funding Requirements

- Increnental Training Requirenents

QA Program and Practice Requirements

- Assesswent of Data Processing Needs

This lmplenentation Plan.will define the ectual scope of sdvisory
services tasks and activities as well as the priorities to guide the work
during the remainder of the contraet period, i.e., parts IV, V and VI,
3.1 Ievelop Strategic uand Organizational Guide!ines

a. Reach Agreanent with the Cities on Munagavent Strategy

b. ° Prepare Mmnagewvent Strategy Staterent

c. ldentify Policy Issues for the Cities resolution

d. Outline Phused City Organizutional Development Plan

3.2 levelop Recamendations for General and Funetional Managaient
liprovanent s,

n.  Organizational and Personnel
b. TFinancial Planning and Control
¢. Aaterials Munageanent

d. Operating M:thods

e.  Muanagarent Infonnation Systeus

f. General Managenent

\v’
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Ievelop a systen to detemiine the eriterin und procedures to be
applied in the selection and execution of subprojects including

a. Teehnical Feasibility

b, Cost

¢. Feonanie and Social Considerations

d. Maintenance Requiramnts

e. Enviromentul Considerations, where appropriate

Determine Scheduling, Integration and Cocrdinatior Requiraments of
Progrun Development Elanents

a. Grunt Proposal Preparution

b. Top Priority Projeccts

c. Procurencnt of Additional Required Equipment, Plant and Servieces
d. Mister Plan - Stage 1 Execution

e. City In-llouse Activities

Develop Overnll Progran Developnent Execulion Schindule
Detennine City's Supplencntal QXi Funding Requireincnts
ldl*nlil'y Ineravental Training Needs

Icentify Q8 Program and Practice Requirenents

Assess Needs for Inla Processing

Prepare and Subiit Inplaientation Plan Report for Approval by
Cities and Alh,

\7/'&\
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INTROOUTTION 1O PARTS 1V, V AND VI

‘Inrougn tnese parts, the consultant will provide advisory services 1n
certain engineering and managanent areas as specified below. Such
services will be limited to the best efforts of the consultants resident
staff as supplemented from tine to time by hone office specialists within
the man-month allocations and are not intended to cover all the tasks and
sctivities enunerated below. Only upon campletion of the Inplanentation
Plans prepared during Part 111 and epproved by the cities and AID, will
the focus and required level of professional effort be ascertained.

PILASE 111 - GINERAL AND FUNCT IONAL MANAGEMINT ADVISORY SERVICES

The gencreal and functional managenent areas within which work will be
perfonned are as follows:

- Organizational and Personnel

- Financial Planning and Control

- Material Minagenent

- Opcrating Methods/Productivity Inprovennent
- Mimagaivnt Informtion Systeus

- General Management

While the inplemcntation plans will fully define and refine the long temm
institutional strenghening tasks, the consultant will provide advisory
services during Part 1V related to the initiation of such activities, as
the following:

4.1  Design, Develop and Implement Inproved Organizati-nal and Personnel
Policies and Practices

a. llevelop and Document Urganiz.: :onal Policies and Practices
b. Levelop Job Classification Systen

e. Prepare Position Deseriptions

d. Prepure Detailed Staffing Plan

e. Develop Wage/Salary Practices and Administrative Procedures

[. Invelop Personnel Reeruitment Sclectioxﬁ Performance Evaluation
und Promotion Practices

f. Prepare Organizution and Personnel Minual(s)
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Design, Develop and l:n.plencnt liproved Finencial Planning an”
Control Policies and Practices

a. Design/Develop Improved Financial Planning and Control Sy stems
and Procedures

- Chart of Accounts

- General Accounting

- Cost Accounting

- Budgeting

- Internal Auditing

- Munagancent Reporting

b. Inplenent Systans and Procedural Improvenents
c. Provide Financial Planning Assistance

= Utility Fund Planning

- Capital Budgeting

- Operational Budgcting

= Rate Annlysis/Revenue Projection
Qash Flow Anulysis

Design, Nevelop and Inplement Inproved Material Policies and
Practices

a. Design/Develop Inproved Material Managanent Systems and
Procedures.

- Physiecal Asset Management
= Procuresient
© = Inventory Management
b. luplement Systans and Procedural Improvements
c. Provide Material Planning and Control Assistance

Lesign, Develop and Inplenent Operational Management |

a. Assess Operating Methods and Procedures

Work Flow
Productivity
Perfomuance Standurds
Method Inprovement

b. Design Productivity Improvemnent Program

c. Inplarent Productivity Inprovenent Program
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4.5 Design, Develop und Inplament Ahinagement Infomution Systems
a. Uesign Conceptual-Level System
b. Deternnine Data Processing Requiranents
c. Design and Doeunt Detailed Infomation Systen
d. P'rovide Inplamentation Assistunce
4.6 Provide Generul Management Counsel to the Cities

PANT V- ENGINEERING AND PROJECT MINAGEAENT ADVISORY SERVICES

In Purt 111 a canprehensive review of the plenned development program and
the cities' in-house projects currently underwey, is initiated. This
review will continue in Part V. Principul areas of advisory services
related to engineering and project miunagencnt will focus on:

1. General Developuent Progran Mhnaganent Assistance
2. Project Oriented sannganent Assistance

Supplanentary to these nain work streans, special work activities are
~anticipated in the following:

- Specific Systans Mperations Assistance

- Obtaining Additional Consulting Services
- Special Studies and Designs

- Procureent of Equipient and Supplies

- Project Campletion lollow-up

- Technical Reference Library

Public Relations Program

The findings, conclusions and recaunendations developed in the
liolenentation Plan will be considered during the execution of Part V.
The consultant will provide advisory services during this phase related
to the initiation of these uetivities us listed below:
5.1 Review On-going and Planned Development Program

a. Minaganent and Tariff Studies Relative To Water/Sewerage Systans

b. Water and Wastewnter Facilities Master Plan

c. Top Priority Projects

d. Coordination with City Physicgl Master Plans

e. Systaus Plan Stage I Faciltities

f. Future Studies, Projects and Programs
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Prepare Supplancntal Funds Requests for the Cities Muintenance and
Operational Requirements.

Provide General Program Munagenent Assistance to the Cities

a.

b'

f.

Assist in Planning, Coordination and Scheduling of Various
Program Elemnents

Assist in Standardization of Design Criteria, Grant Proposals
Elancnts Docuncntation, ete.

Develop Program Budget and Finanecial Control Systans

. Assist in Standurdization of Operations and Maintenance Elements

Examination of Alternatives and Assist in Implementation of
Water and Wastewater User Rates Including Legal and Financial
Issues.

Report to the cities and AID on the Overall Feasibility of
Speeific Developuent Sub-Projeets to be Financially sound.

Provide Project Minaganent Assistance to the Cities

a.

R

j.

Levelop Sccope of Work for other Consultants, Review Consultants
Proposals, Advise on Award of Contracts. -

. levelop Systens to Monitor Activities of Consultants and

Contractors

Assist the Cities in their Review of Reports, Studies and
Designs of Other Cunsultants

Advise on Value Engineering Analyses Perfonned for the Cities

. Assist the Citics' Review of Cost Estimntes and Construetion

Tender Docunents

. Assist the Cities Review of Contract Prequalification Procedures

and Results

. Assist the Cities in their Evaluation of Tenders for

Construction and Supplics

Assist the cities in the Analysis of Contraet Change Orders

Purticipate in Design/Surveillance (onferences

Assist the cities to Correct Systen Operating Deficiencies
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K. Advise the cities on their Review of QM Munuals and Procedures =

1. Assist the Cities to lnplement Street, Water and Sewer
ahiintenance Progruns.

m. Advise on the cities Review of Design, Construction, Procuremecnt
Schedules ‘

n. Advise on the citics Processing of Consultant, Contractor and
Supplier Invoices

0. Assist the Cities Final Inspection of Construction

p. Advise on Evaluation of In-factory and Sturt-up Equipiment Tests
g. Assistance in the Monitoring and of Control of Project Funds

r. Assist in Meeting AID Monitoring Requiranents

Provide Specific Systau Operating Assistance

a. Relevant Technicul Specialists for Facility Operations

b. Street, Water and Scwer Maintenance Specialist

Asgist the Cities to Obtain Additional Consulting Services

a. Advise in the Developirent of Design/Surveillance Scopes of Work
b. Assist in Prequalification und Sclection of Consulants

c. Assist in Negetiations with Consultants

Advice on Speeiul Studies as Requested

Assist in Determnining Needs and Procuring Equipment and Supplies
Assist in Requiring Contractors und Suppliers to Honor Warranties

Assist in Seleeting Publications for listablishinent of a Technical
Reference Librury in cuch city

¢
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FART VI - TRAINING OF CITY STAFT

Iuring PARI 111 the ineraental training needs will be ascertained.
During this PFart VI thesec ineremental training needs will be addressed.
This will include the development of a training plan for city staff.

While the Part 111 Inplenentation Plan will detail the advisory services
to be provided in Part VI, it js currently envisicned tht the following
activities will be initiated to the extent possible;

6.1

6.

.

0
b

3

6.4

.

(S]]

Detenmnine Overall Training Needs of the Cities

Identify Training Programs Open to City Personnel
Suppleventy Training Provided by Other Sourees as Required
Develop Additionat Training Programs and Budgets, ij.e.:

a. Truining of City hepartment lleads

b. Training of Truiners

n

- On-the Job Training
d. In-country Sbccial Skills Training
e. Short-temm U.S. Training of Key Staff (if necessary)

Itvelop Training Course huterjals
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£111 fur Presidentiul Decree No.... of 1980, Establishing the National

Authority for Potable Waler and Santtary Drainage

‘e President of the Republie has, after perusal of the Constitution,
and of

slaw No. 93 of 19£2, councerning drafnage of liquid refuse, and of
=law No. vl of 1943, on Ceneral Authoritics, ond of

-law No. 139 of 14hd, concernlng the Comptroller Ceneral Burcau, and

=law No. 44 of 1965, erpanlzing the control of accounts of General

Authorities, Fourdations, companies and establishments auxiliary to
tl.en, and cf

-Law Noo 62 ef 1947, concerning some provisions on reconstruction and
thelr amceadments, and of

-Law No. 47 of 1978, promulgating the Civil Service System, and of

-law Ko, 43 of 1979, premulgating the local povernment system laws,
and of

~i'residential decree No. 1536 of 1968, establinhing the General Authori
fur Potable Water, and of

-iresidential DPucrec No, 1637 of 1968, establishing the General Authori
tor Sewers and Sanituary Drafnage, and of

~I'residential Decree No. 1638 of 1908, eatabliashing the Cencral
fathordty for the Greater Cairo Water Supply, and of

-f'restdential Decree No. 1639 of 1968, catablishing cthe Alexandria
water Supply Ceneral Authority, and of

-frestdenttal Dectee Moo 363, establishing the General Authority for
“anttary Drafoage fur the Alexandria Covernorate and of

“he approvel of the touncil of Ministers, and
-lu accordance with the vpinfon of the State Councll

liacrueed:

AV ADLE POCT,
BEST AV/ALLAZEE DOCE
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Article 1: The establistment of & General Authority to be named

"The National Authoericy for Fotable Water and Sanitary Drainage",

It will huve {ts scat {n Cairo City, will have a Juriacic person

status, end will be auxifiary to the Minister concerned with Housing.

It will te subject to the provisions of the Ceneral Authorities law .
and will be concerned with drawing up the policies and plans for potable
water and sanitsry drainuge, or natlonal level, as well as with

carrying required studies and specifications, and will supervige the
execution of big nazional projects which exceed the possibilities

of local authorities or serve rore than one fovernorate.,

Article 2: The responsibilicies and purposcs of the Authority are
determined as follows:

1) Make general rlans, for the entire republic, for potable
water and sanitary drainage works, and prepare all pertaining programs
for their execution, in order to include them i{n the State's General
Plans, and follow up thelr execution,

2) Coordination between rlans and projecty of potable water and
sanitary drainage to secure their integration,

3) Make applivd tescacches and studies concerning water suitable
o~ drinking, or for home or general use, as well ag studiea and
researcles pertaining to sewers and sunitary drainage, and also parti-
cigute In setting standards for the suitability of potable water and
fur drafnage cof Yqutd refuse,

<) Setting up conditiens, standards and technical specifications
Yur sewers and vanitary drafnage and for water sultable for drinking
~t for lioze or general use in production projects,

3) Gtve techinical coundel in the spheres of potable water and
sdnftary dratnage. :

n) Establishment of training centers for raising production
sult fedeacy 1n specitications, execution, operatjon and malntenance of
water and sanitary dratnape utilitiey,

7) Assisting the grvernorates in required rescarches, and preparing
soccifications for the large projects and for the projects of gpecial

siture and supervision of thelr execution when requested to do 80.
h1s assistance will be extended against fees which the Administration

foard will tix in a speclal schedula,
s TN "?‘.—"1"\
TR .,.‘LA{
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Article 6: The Chairman of the Authority's Administration Eoard will
notify the Board's decisions to the Miniscer of Housing, within seven
cays from the date on which they are taken, for hie approval, and the
$31d decisions will not Be executory except after the Minister's
@pproval or after the lapse of 30 days from the date on which they
reach hin and without ohjecting on then. However, exception in made
for matters requiring declision by another Authoriry,

Article 7: The Chairman of the Authority's Adninistration Bourd will
gssune 1ts administrazion {n accordance with the provisions of the
Public Authorities’ law, of this deeree arnd of the statutes which the
Adolnistration Board will make. Je will also be responsible for the
implexertation of the general policy drawn up for achieving the purposes
of the Authority, and also the izplenentation of the decisions of

the Adzinistration Board. He may entrust some of his competence to one
or more of the Directors. He will represent the Authority 1in itg
relatfons vith third parties and before courts of Justice,

Artlicle 8: The Autlority's revenue will be from:

1) Revenues accruing from 1ta activicy,

2) Funds allocated to {t in the State's budget.

3) Fees 1t obtains for the servicey and works to others within the
field of {t3 competence.

<) Loans 1t contraces.

5) Cifts and donacfong accepted by the Adninistration Board.

Artdele 9 The gudicing and control of the Authority's accounts will
“¢ in accordance with the provisions of the laws and ducrees promulgated
¢a centrol and audit of the accounts of General Authoricies.

Article 10: The Authority may draw Up a svitem for {tsg personnel,
venprising wages, incentives, allowaunces, penuton and advantages within
‘n kind or cash, whichever {is sultable to the nature of the Authority's
activity.

fredcle 11 The Authority will have ap {ndependent budyet and balance
f.eel, which will be prepared 4n accordance with the rules {n force
tor the State's budget, as well as determining the srart and end of
t.e flscal year, .

¢ Chafrman of the Adminiscration, or vhoever acts on his behalf, wil)
ifepare the drafe of the hbudget and submit {1 to the Adminfutracion
“oard for {ts apuroval on the diates -Uixed for tWis cnd ..

Page 5 of 7
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DATE:

REPLY TO

ATTN OF:

SUBJECT:

TO:

UNITED STATES GOVERNMENT

memorandum

NE/PD/PDS, Stephen F. Lintner, Bureau Environmental Coordinator JF&

August 6, 1981

EGYPT - Provincial Cities Project Paper (263-0127) - Environmental

Clearance

NE/TECH/SARD, John Lewis, Project Chairperson

I have reviewed the subject proposed project and find that the procedures
proposed by the Mission for addressing environmental concerns fulfill

the requirements of 22 CFR 216, "A.I.D. Environmental Procedures".

The project requires a "positive Determination" rather than a "Negative
Determination" as proposed by the Mission as it will result in a signi-
ficant impact on the environment, despite its generally beneficial
nature. It should be noted that the results of the 'scoping sessions"”
and the individual Environmental Assessments will require formal review
and approval by the Bureau Environmental Coordinator "prior to initiating
disbursement for the construction or material modification of the waste
water plants (IEE)".

cc: GC/NE, T. Carter
AID/Cairo, W. McAleer, Mission Environmental Officer
AID/Cairo, L. M. Hager, Senior Legal Advisor
AID/Cairo, G. Hazel, Mission Project Chairperson
AID/Cairo, I. E. Wallen, Mission Environmental Advisor
AID/Cairo, G. Curley, Mission Environmental Advisor

OPTIONAL FORM NO, 10
(REV. 1-80)

GSATPMR (41 CFR) 1011
5010-114

T U.S, Government Printing Office: 1900--141.528/6 \\,l )
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LE (000)
CITY OF FAYOWM
ILLUSTRATIVE CAPITAL EXPENDITURE
A. WATER

1. Filtration

Provide new 393 LPS water treatment plant ) 5,109

Upgrade Kohafa Plant 100
2. Filtered Water Storage

Provide for huge increase in filtered water storage

by installing 3,682 M3 in elevated storage and 6,569 M3 in

underground storage.

Essential to make system function effectively. 2,607
3. Primary Water Network

Expand existing water primary network to serve all

developed areas within city and provide for increase

in projected population to 1990. 1,518
4. Trunk and Reinforcing Mains

Expand trunk system to facilitate delivery of water

to network in all sections of city install reinforcing

mains as detailed survey yet to be made will indicate. 380
5. Water Metering

Expand metering service to all premises to be served

by system. 717
6.-Other lmprovements

Provide for additional pumping capacity as required. 100

Provide for network rehabilitation as required. 500

Total for Water Systems 11,031



B. WASTE WATER

1. Treatment Plant

Provision for modest expansion, late in decade for
expansion of sewage treatment plant

2. Primery Network Extension

Extend primary sewage network to provide for all
premises in city through 1990.

3. Other Improvements

Upgrade Lotfalla booster station
Refurbish old sewage treatment plant
Provide for new waste purping station

C.  STREETS
1. Pave existing anaved streets
2. Pave additional streets.
Total for streets

TOTAL CAPITAL EXPENDITURES FOR FAYOWM CITY

Annex M
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LE (000)

405

3,541

75
250

2,000
6,271

2,200

1,092

3,292

20,594

($29,449)



Annex N

Page 3 of 7
BEN1 SUEF .
[LLUSTRATIVE CAPITAL EXPENDITURES LE (000)
BBS
REFORT

WATER

l.

Filtration

Corplete the water treatment plant under construction,
including instzllation of supplesnental facilities to make
operational to designed capacity and installation of
standby generating equipment.

Prepare for expansion of plant in late 1980s

Filtered Water Storage

Ering total storage capacity to 6 hours of filtration
capacity, involving installation of 2,636m3 elevated
storage and 518&ud underground storeage.

Primaryv Water Distribution Network

Expand by about 80 percent to acconwdate persent and
prospective population to 1990.

Strengthening Trunk and Reinforecing Wuter Mains

Help to overcome distribution problems in areas currently
served and to provide for additional population to 1990 by
installation of additional trunk mains and reinforcing
mains.,

Improve Water Metering Services

Provide for metering of each building, and preferably each
apartment, using water (to 1990).

211

170

974

1,238

506

616



6.

Other Water Improvenents

Provide for inprovements in the general
puwping capacity to help overcome low
pressure problems in distribution system.

Provide a lup sum to facilitate
rehatilitation of water network.

Total Water Systems

B. VASTE WATER

I.

Sewage Treatment

Calculated requirement for additional
sewage treatinentfacilities for 1990
indicated at 63 LPS. Not eritical at
present.

Primarv Sewer Network

Vast expansion required to meet needs

of present and prospective population

and to make effective use of water
treatment and sewage treatnent facilities
to be available.

. Other Waste Water Requirements

Provide for additional drying beds
and for booster pumpstations and force mains

Total Waste Water System

C. STREET PAVING

1.

2.

Provide for paving of all presently
unpaved streets

Provide for additional paving.

Total Streets

TOTAL CAPITAL EXPENDITURE FOR BENI SUEF CITY
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L.E (100)

100
500

4,315

1,247

2,563

1,200

5,010

2,000

1,040

r—

3,040

12,365 ($17,681

Ny
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MENIA
I LLUSTRATIVE CAPTTAL ENPENDITURES

L.E_(000)

WATER

l.

Treathent Focilities

Construct new water treatment plant with 246 LPS cupacity
and associanted facilities. 3,198

Filtered Water Storage

Vastly expand filtered waler storage fucilities Ly
installation of 2,835M3 elevated storage und G,41203
underground storage. 2,223

Primary Distribution Network

Expand primary notwork to provide for presently
unserved prenises anc for additionul praunises
though 1490, 1,858

Trunk and Reinforcing Mains

Significantly improve trunk and reinforeing nains

to assure delivery of water to prinary network, 750
Water Metering

Provide for expansion of water metering to all premises

not now serviced and additional projectecd promises to 1940,
preferably on a separate meter for each dwelling unit. S
Other Water Supply System Itaus

Rehebilitate 1967 treatient plant to sccure full 200

LPS designed cspacity. 200
Provide additional punping capacity as reqguired 100
Provide for rehabilitation of existing prinnry network. 500
Total Water Systen 9,600



13, WASTE WATER
1. Treatment

Install additional 246 LPS waste water
treatient plantand associated facilities

Rehabilitate existing waste water plant.

2. Waste Water Network

Expand to meet requirements of present
and prospective population.

3. Other V'aste Water Requirements

Increase booster pumping and force main
capacity.

Rebuild access road to existing treatment plant.
Total for Waste Water
C.  STREETS
1. Pave existing unpaved streets

2. Pave additional streets
Total for Streets

TOTAL CAPITAL EXPENDITURES FOR MENIA CITY

Annex M

Page 6 of 7

4,87

350

3,112

1,000
210
9,543

1,600
936

2,536

——

21,679 ($31,000)
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TABLE 1

SUMMARY OF PROJECT COSTS FOR SELECTED INFRASTRUCTURE REQUIREMENTS
TO 1990

PROVINCIAL CITIES OF BENI SUEF, FAYOUM, AND MENIA
(monetary amounts in thousands of Egyptian pounds)

ITEM PROJECTED FINANCIAL REQUIREMENTS
Beni~Suef Fayoum Menia Total
(1) (2) (3) (4)
I. POTAELE WATER SUPPLY

A. Filtration plants 170 5,109 3,198 8,477
B. Filtered water storage 974 2,607 2,223 5,804
C. Primary distribution network 1,238 1,518 1,848 4,614
D. Trunk distribution and reinforcing mains 506 380 750 1,636
E. Water metering system and program 616 717 771 2,104
F. Other water system items 811 700 800 2,311

TOTAL FOR POTABLE WATER 4,315 11,031 9,600 24,946

II. WASTE WATER

A. Sewage treatment plants 1,247 405 4,871 6,523
B. Primary sewer network - 2,563 3,541 3,112 9,216
C. Other sewerage and sewage treatment items 1,200 2,325 1,560 5,085

TOTAL FOR SEWERAGE AND SEWAGE TREATMENT 5,010 6,271 9,543 20,824

LIXI. Street

A. General paving ' 3,040 3,292 2,536 8,868

TOTALS, excluding provision for engineering; systems

design; training; installation of new planning, financing,

budgeting and related systems. 12,365 20,594 21,679 54,638
; . ($17,681) ($29,449) (§$31,000) ($78,130)
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TECHNICAL ANALYSIS

(merations and Maintenance

As noted in the body of the Project Paper., nany existing operating
practices in general are good, given the outdated plant and equipment and
the absence of recording, monitoring, automatic dosing equipment and
other mndern accoutements. However, the operation and maintenance of
publi¢ infrastructure at the municipal level needs improvement in many
areas. Two of the three infrastructure components being addressed in
thiis project are much nore canplex than street pavinz or resurfacing. To
achieve the highest quality of water delivered to the force mains is the
iore camplex and demanding task, as compared to the 04M of a sewage
treatment plant. The general consultant will need to direct a great deal
of effort toward the resolution of the problems enumerated below:

A) Water Treatment and Delivery Systems

(1) Absence of ‘Besic Records: There is a general absence of basic
records with respect to the control.of the quality of potable water and
the levels of servicc being provided. Thus no recording systams are
producing reliable management records on any aspect of operations of the
plants. As a result the managers of the systems are obliged to rely
heavily upon day to day observation and reeollections, rather than upon a
comprehensive systems of management information ordinarily required in
such operations. )

(2) Quality Control: Each of the systems has facilities for
chlorination; however, relatively little in the way of continuous
svstematic cnalysis of either the raw water or the filtered water is
evailable. Responses to questions concerning the levels of residual
chlorination both at the plant and at the point of delivery tended to
produce a recitation of standards set by the GOPY rather than evidence of
actual frequent testing. Relatively little testing is done and few
procedures are in force concerning the control of minerals or bacteria in
the potable water supply.

(3) Filtered-Water Storage: The systems of deliverv have a wide
ranze between peak and low demands for water. Although filtered water
storage (especially elevated storage) has improved markedly over the
vears, no comprehensive work has been done on the interaction between
1 ‘ltration capacity, water demand, filtered water storage, and pumping
capacity.
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(4) Water Pipe Condition: Cbservations concerning the condition of
water pipes was limited to examination of sore of the pipes that had been
removed from the ground for the repair of leaks and breaks. Many of the
breaks are due to inadquate installation procedures, espccially in terms
of failure to provide proper bedding for the pipes at the time of
installation,

Electrolysis and quality of the pipes themsclves have also been major
contributors to the frequency of leaks and breaks, which in same cities
are reported at a level of as many as 20 or more per day.

(5) Grid Analysis: No effective continuing analysis of the actual
operation of the grid with a view to determining more precisely the
variations in pressure at different places, at different times and under
different conditions is done. Moreover the causes of low pressure in
selected areas, and the high leak and breek history are not adequately
documented. Thus, there has been little attention paid to the internal
encrustrations of pipes in terms of-impact of distribution problems.

The grid in soam cases (both actual and planned) provides for the use of
pipe of less than 6 inclies in diameter, which constitutes a minimal
acceptable size. The absence of an effective grid analysis has resulted
in an insufficient attention to the need for reinforecing mains to assist
inmaintenance of adequate pressure and volume of water delivered.

6) Loss of Water through Waste: There are no data to enable an
analysis to be made as to the amount of water now wasted. However,
indications are that a substantial emount of water is wested. Coverage
liy meters is limited and nany of the meters are not working. Thus, water
lost through leaky utilization facilities can be significant because
there is no incentive to conserve. Even where metering exists and is
coerating, the very low charges for water (about p.2.5 per cubic meter)
cncourages exessive usage. Moreover, many public taps are without
tutomatic valves allowing them to remain open even when water i's not
being taken for domestic purposes. Even automatic closure valves,
hewever, can be weighted or tied of f to ramain open.

To bring the water systems up to a more acceptable level, actions such as
the following need to be taken:

Installation of autamatic recording and monitoring equipment and systems.
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Aequisition of equipment reguired and develoment of asscciated svstems
toonesute effeative dotection of lesks and breaks.

Irvelement of standards under which witer and sewer meins shall be
replaeced,

hevelonwent and initiation of a program for cleaning and relining of
wiater nwins where renqured,

"evelapient and instollation of & program of water meter maintenance,
re~air, an’ replacawent.

Provisien of required equipment and installation of procedures for
testing of filtered water to assure camliance with apprepriate health

standards,

trerations and maintenance procedures also need to he improved for
sewereoe and roeds and will be addressed in the analvses undertaken by
the goperal ecensultunt with each of the cities.

h) S=verace .

In Peni Suef very fow breakdowns are exoerienced throughout the system.
Ersincers und trohrloxun\ appeer to be dedicatled to keeplnF the system in
top aperating cendition, TFvery compencnt of two plants showed the
results of their effcrts,

The labor forec ni the nlant has not been inercased during the past ten
Cears, even thadgh the work lovd has inereascd. The eity errineer has
requested irereessed stalfing ir his budget however, epproval has not been
granted as ve:.

Tre sewer natwork and treatiment plant is operating as well as can be
rcason:bly espected, prinwirily due to the cfforts of two engineers and
several technieciane in kev positions. The svstem is meetinez darands on
it znd with sodest rehsbilitation will continue to do so.

The two puroinT stations are well mintained. Maintenance at the plant,
however, is minimul, Mrehianical and electrical deterioration and
ea~rosion was so severe that, exeept for one-fifth of the sewage being
“iltered, raw sewroe was being dlqclﬂr;wd to the dralnrve canal. Very
F~ maintennnce personnel are énpioved. w * )

Rest Avaliable Decumeni


http:swe-xrr.ic
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The system needs upgreding since it has received little improvement since
1938. One of the pimping stations is too high in elevation to properly
“rain the tributary service area; also, excessive sedimentation is taking
olace, causing unacceptable operations.

At present the existing plant is handling about 25000 M3 per day. Only
about 5000 M3 is pessing through the filters. The remainder has only
larger solids removed through sedinentation, and the effluent to the
drainage eanal is almost raw sewnge. The drainage canal flows through
the north portion of the Fayoun and enpties into Karoon Lake. This lake
has no outlet. Maintenance of the existing plant appers to be minimat,
rerhaps due to depencence on the completion of the new plant envisioned.

Mo comprehensive studies were undertaken in the cities of Fayoum and
denia, but observations by Mission enzineering personnel lead to the sarme
conclusions as those given above for Beni Suef. Again, the general
consultant will need to define not only 0&M procedures, but will need to
undertake the upgrading of the existing plants to nodernize them to
adequately treat the volume of sewnge for whiceh the plant was originally
designed. The work required for the upgrading effort is no easy feat,
it once acconplished, adequate maintenaice can be accomplished to reduce
ansts and lengthen the systens iife.

e) Continuing Maintenance and Operations

A question that has surfaced rather often during the design of the
Provincial Cities Development project is what happens after completion of
the efforts of the GOE and AID with regard to continuing maintenance
nzeds and operational requirements. As noted repeatedly in the body of
the Project Paper, the general consultant will prepare plans and
sdecifications for the upgrading of old facilities and for construction
of new facilities. Training of staff to manage the infrastructure «ill
take all formns, e.z., not only for O & M procedures, but for budgeting in
4 realistie way for the necessarv funds to achieve the proper level of O
& M. Up to now, 'the requests for funds bear no relationship to the
ainounts received nor eamarked for various O & M requirements. An
essunption in this paper is that over the five year life of project, the
g2neral consultant, working in concert with the Fgyptian A/E finns, will
have built a history of adequate procedures to properly finance, maintain
end operate the facilities in the most efficient manner and that the
history of the management will be carried on ip a straightforward
projection for on-going, continuing O & M in the future.
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Annual Capital Planning and Budgeting Process

THE BJNGET OF EXPENDITURES

1. An Explanation of "B\3}'s"

At the outset of this dis%ussion it is appropriate to indicate that
budgeting for expenditures for local govermment is carried out
through the use of four "categories" of expense, each which is
locally known as a "RAB". The following helps to identify these
elaments:

BAR- ] Personnel Costs. It includes all payments for base wages
as well as increments available as incentive pay (which
can run to as much as 100 percent of base pay for same
enployees). It also includes costs of pensions and other
fringe benefits of the workers and seningly includes
limited amounts of travel costs [or attendance at
professional or other official meetings.

The nuiber of positions in each job category for each unit
of govermment (governorate, down to the last position in
cuch city, nurkaz, and village council) Is controlled
through the Ministry of Manpower. No person may be
enpioyed except to fill a specifically authorized positio:n.

Given the national policy of providing employment for all
graduates of secondary, technical, and university level
institutions of learning and the inability to detemnine
the nuibers to be available and their allocation it is
custanary for new assignees to be paid from central
government appropriations during the remainders of the
fiscal year in which they are enployed. As of July 1 of
the succeeding fiscal year, their positions are added to
the approved list for the governnent which they are
assigned and adjustiients are made in the budget for this
category.

I\B-2 Non-Personnel Costs. This portion,of the budget is used
to pay the non-personnel service elanents of the operating
costs of the governnent. These include materials and
supplies, contractual services of alimst all types for
current service and scan also to include sane elements of
c¢ontractural service for repair of streets and other
facilitics.

h
\u
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It docs not include provision for rencwal of cquipment.
In fact the renewal of the inventory of equipient is not
actually recognized at any point in the process. Rather,
replacanent equipment is charged as a capitul expense and
is included in BA3-3.

B\-3 Capital OQutlavs. This category of expense cawprehends
capital outluys of all types expeet those financed through
B\3-4 (primarily loans und grants) and very suall amounts
financed fram the special accounts of the governorates and
subsidiary local govermment units.

BAB

4 Loans. When the local government is able to develop loans
c¢ither directly fron the central bank, the funds are
souree under guarantec from the central bank, the funds
are handled through B\is-4,

The budgc ing and Expenditure Prccess

The initial budget estim:tes for the 3 BAR's are prepared by
different groups in the city adninistration:

B 1 Is prepared by the personnel Dept;

B\ 2 Is prepared by the licads of the vurious service
depertnents (such as water and sanitation);

R\l 3 Is prepared by the Planning Dept. with the assistance of
city engincers and technicians (for sumll investment
prejects or routing improvanents) or Cairo based Ministry
engineers (for larger and non-routine projects).

At no time during the preparation of initial budget estimates does

the Ministry of Finance (MDF) provide any guidance concerning the

likely availability of funds for the three budgets.

After the inital estinntes are prepared the Miyor reviews the
budgets with his Ixceutive Council. Onee they agree on tle
estinntes the Mavor signs than and ‘presents than to the City Popular
Cotneil for approval. The Council is not cnpowered to alter the BAB
] or B 2 estinates, but they can adjust the BAI3 3 budget.

Onice the City Council approves the estinntes they ere forwarded to
the Governorate.  The Governor's Director of Finance cambines all
the budgets from ull jurisdietions and the various Governorate
Directoratés. Then Ui Gevernor repeats the process perfonned by
the Muyor ancd suimits the estimates to the Governorate Popular
Couneil. Agunin, onlv the BB 3 estimate is subject to change, but
even such change is most unlikely,

\()f §
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The Governorate's appruved estimates for EAB 1 and BAB 2 ¢re sent to
the Ministry of Finance in Cairo. NMDF then schedules a hearing on
the estinutes which is attended by MOF representatives, the
Governorates Executive Council, the Secretary General of the
Governorate (representing the various cities and distriets, ete.),
the Governorate Finance NDirector and the Governorate Controller. At
this meeting & "sani-finul" decision is mude on BAB 1 and BAB 2
budret levels (final decision muthority rests with the National
Feople Council). The budzet levels for BAB 1 (relatively
inflexible) and RAB 2 are estal.lished on the basis of Min. Fin's
estiimates of total (DL resources available and it is not related to
estinntes of reveriue collcetion by the Governorate (such estimates
do not even enter in the discussion).

The Governorate's BAB 3 estimate is sent to the Regional
representative of the Ministry of Planning. he discussos the BAB 3
estinate with Goverorate planning staff and then attenpts to
“"ecoordinate" the RAB 3 estinates for all governorates in the

Region. Once this is done he sutmits the cambined Regional BAB 3 (a
list of projects and related cost estimates) to Ministry of Planning
inCairo. In Cairo, MOP trims the BAB 3 estinnte to fit the total
national investment funds availsble and submits the canbined
nutional BAB 3 to the People’'s Council. (Substantial debate and
politicing occurs as local representatives try to maximize the
projects initiated in their constituencies).

When the BAB 1 and R\B 2 budgets are approved in {inal form they are
inevitably lower than the estinntes submitted (promotion deferred,
Q81 budgets cut). if the Governorate's total 1Q estimate is reduced
30% (for exanple) then each of the sub-unit budgets is also reduced
3U%. lowever, there is sane flexibility since the Governorate
Finance Dept. can reallocate funds between the various jurisdictions
wi th approval of the Governor and Governorate Popular Council. This
is not an uncamwn practice.

The B3 3 btidget is a project list, hence it is finul. Those
jurisdictions with approved projects are the winners. Those
jurisdictions without projects are the losers.

The funds for R\B-1 and BAB 2 1IQ budgets are deposited in the
Central Bank (CBE) under the nane, of the Governorate., These funds
must be spent in the year for whieh they are approved or they revert
to Min. Fin. atr yeur cnd. The B\B-3 funds are now deposited with
the National Investient Bank (NIB) under the name of the Covernorate
and along with a list of epproved projects totalling the funds
ceposited.® Thesc funds cen now be carried forward into following
fiscul years without reverting to MOUF.

LY
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Expenditure of B 1 funds is quite straight forward. The City
Personnel Depl. prepares the payient vouchers and the City Finance
Ixpt cheeks il they are according to approve limits. lunds are then
drawn from the local branch of the (BE for use as pawvinents.

Ixpenditure of BA3 2 funds is more canplex. A service Lept. head
(say Water Dept.) must submit a mano to the City Finance Dept.
stating the purpose of the expenditure and estimated snount. The
City Fin. Dept checks th request against the line iten budgets in
the approved RAB 2. If sufficient unencumbered funds exist in the
line item budget, then thie expenditure is vcpproved and the line item
budget is encunbered with the estimated anount. At the same time
the City Contracts Dept. requests offers from suppliers. When the
purchase is approved by the Fin., Dept. the Contrect Iept. awards a
purchase order to the bidder selected according to bidding

criteria. When the supplier delivers the item it is checked by the
serviee dept. and the invoice is approved by theam. The approved
invoice then goes to the City Fin. Dept. who cheeks the BAB 2 budget
to ensure the invoice is within the encumbenance anount. The
enewbenance is converted to a comnitment and a check against the
loeal QBY is prepured and registered in the expenditure register.
All payments are by check for R\3 2 expenditures.

Expenditures for I3 8 are essentinlly similar to AID procedures.
Contraets to perfom: projeet work are awurded by conpetitive bid.
Cmee contraets are awarded a contract account is opened in a local
bank. Work crders are issuced by the city engineers. Progress
pavients ure nude uccording Lo physical progress approved by the
city engincers. ‘e City Fin. Dept. checks all approved invoices
agninst the contraet and prepares cheeks as outline for BAB 2
above. ‘The funds are payment of BAB 3 eontracts are deposited
annuully by the NIB in a local bank based on the City's estimate of
funds required. If more progress is made than anticipated (and
hence more expenditures) further tranches can be drawn from the NIB
as needed.,

The Revenue Colleetion Process

The City of Menia eollects ull of the fees and taxes permitted under
Law 43 Article 51 (sece PBS report). This includes "taxes or
hettennent levies on real-estute which benefitted from area
improvenent due to developinent projets und activities." However,
such "bettcunent levies" arc only colleeted when the owner of a
"benefitted" property sells his property or builds on that properly.

Al'l revenucs ure collected by the Revenue Division of the City
Finance lepsrtunent.,

.
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Regarding water revenucs (there are not sewer revenues), the finance
officers do not know what percentage of watcr produced by the city
passes through water meters. They have no idea what percentage of
meters were working. ‘The procedure for collecting water revenues is
as follows:

1) A meter-reader (who works for the Revenne Division) reads
the neters and reports actuzl usage recorded;

2) Each nmonth the Revenue Division prepares a water bill for
each metered custaner based on either a meter reading or
an estinnted usage (from historic data);

3) Each menth every netered custaner is expected to cane to
the Revenue Division, ask for his bill, and pay it;

4) If a customer misses one month's payment, he is supposed
to be sent a warning notice, he has six months to elear
aArrears;

5) If six months passes and the anount in arrears has not

bean paid, the custaner is supposed to be disconnected.

The linance officers estinate that about 80% of their custamners pay
their water bills pronptlyv, as required. About 20% are believed to
be behind in their paynents, but few (if any) of these exceed the
six nonth notice period for disconnection. Although a register of
billings and paynents is maintained by the Revenue Division, no
periodic infonnation reported are prepared concerning payment
arrears or arrears aging.

All revenues collected by the Revenue Division are recorded by than
and the money is deposited to the account of the Ministry of Finance
(Cairo) in the local branch of the (iE. An info copy of all revenue
deposits by the City is sent to the Governorate Finance Dept. The
Revenue Division is audited at randon periods by inspector/auditors
from MDY who ure based in the Governorate, - The heads of both the
City and Governoratec l'inance Departirents are seconded from the MUF
in Cairo.

The Law 43 Special Account

Both the city and the Govcrnorate operate Special Accounts as
provided for under Law 43. ‘These Special Accounts are currently
used to finance local development projects which are supposed to be
finuncially sclf-sufficient: e.g. a cattle raising project, an ice
making plant, a Nile ferry, a locaul mini-bus serviece, ete.
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A scparate account is naintained for each projeet and standerd
reports (balance sheet, incanc statement, and funds flow) are said
to be prepared for cach project and for the consolidated Special
Account as a whole. A separute stuff under the direction of the
city or Governorsate Finurce Director is responsible solely for these
accounts. The money in these accounts is kept in local banks and is
not subject to reversion to the NDF in Cairo. ‘

The source of funds for these accounts is:

1) Lecally inposed (via Popular Council) surcharges on
various centrally decreed taxes and fees; e.g. a surcharge
on water bills, a surcharge on movie tickets, ete. (of
the surchurges collected by the city, 25% is sent to the
Governorate Special Account and 75% is retained by the
City's Spcciul Account);

2) Lonans froan local banks

3) The retained earnings of the various Special Account
projeets und services.

The funds in the City's Special Account are under the control of the
control of the Muyor, but each project has its own ianager who
initiates requests for expenditures. Such expenditures are said to
be subject to the swie accounting ar. control processes associated
with other local expenditures.

The City's Special Acecount can be audited at any time by Governorate
or ADI" inspectors. MIF audit stuff located in the Governorate were

said to prepare a ccnplete audit of the Special Accounts at the end

of each accounting year.

The finance officers all agrec (strongly) that Special Account funds
should be used primurily for "profit making" investments and not for
"service" projects such as water distribution which earn no profit.
They agree that if there "extra" funds in the Special Account were
available they could be used for "service" project. The chief
objeetion toward using Speeial Account funds to finance water
projcets were:

1) These projects should be provided zhrough BAR 3; and
2) The extra revenue generated by extending metered water

would go to the (I and not back into the Special Account.

\ A



w

Annex O
Puge 7 of 12

The (overnorate and Citv Accountine (merations

The Finance Departhents of both the City and the Governorate have
accounting operations that appear quite adequate for the control of
budget, expenditures, and rcevenue collection. Both the departments
hive sufficient staff (though the degree of over-stuffing and the
level of staff ability is not known).

The deparunznts are oriented towurds book-keeping and expenditure
control. There was no evidence of the departhents preparing any
menninful fem of financial managarent infonnation. Nevertheless,
within their "tenns of reference” the departments foims and
procedures (which are unifonn for all of Egypt) uppear to be sound
and propetrly adhered to. These are well organized and properly
managed departients which are guite adequate for hancdling funds
under the propased project.

The Annuul! Conital Planning Proccss

Eirly in the calendar vear governers (all of whan are mewbers of the
Council of Ministries) advise all the locul units in the
governorates about general policy and nationul priorities and
provide than with a bhroad outline of the National lnvestnent Budget
#s recanwnded by the Ceurcil of Minictries that will be submitted

te the Parliwment for consideration, mendoent, and adoption,

Given the total Netionul lnvestnvnt Budget, the Minister of Planning
will prepare a general breakdown of this budget. After discussion
wi th other Ministries hie proposcs how much should be allocated to
cech ministry and to the headquarters of the governorates--subject
to the approval of the Council of Ministries. In turn, each
minister, with the assistance of the Minister of Planning will
tentatively cistribute a portion of his budget for investirent
(I1\B-3) to the governorates. This tentation distribution is
discussed at lenzth with the Council of Governors. The budget for
R\B-3 headqunrter expenditures will also be divided between the
goverorates taking into consideration sane of the high priority
programs 8,

In Mareh/April of cach year, the governors know approxinutely how
tueh cach is likely to reccive in BAB-3 fundg for headquarters
functions; the ministers have a rather general idea of their budget
and how weh will be ulloeated to eueh of the governorates and they
reportedly advise their loeal directors of those amnounts which can
be used us guidelines in the preparation of budget proposals.

\e
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Wiile this is happening in Cairo, ezch of the local units of each
governorate is trying to put together its proposed investment
budget, For euch local unit (such as a city) this is the
responsibility of the planning officer for the headquarters
functions and of the local representatives of the various Cairo
ministries (who usunlly work with and report to a Director of that
function at the governorate level). They prepare the list of
proposed expenditures for their respeetive sectors. At the city,
markaz anc village-council level, capital budget preparation is
usally initiated by the elected council and coordinated by the
adniinistretive officers nentioned above so that all the needs for
projects as perceived and expressed by the people can be properly
recorded in the BAB-3 "plan". Although same priorities nay be
expressed, no atterpt is nmade at making accurate costing of the
requests because of a lack of available expertise at that level of
government and also because this is perceived by the elected council
as a would-be interference in the administrative branch of the
goverment. In other words, this process of listing all the
proposed investments is a prerogutive of the elected councils at the
local level and they seeci: really neither willing nor interested in
geltting too deeply involved in a real budgeting exercise. '

As the president of the elected council in one city said:

"As long as we have no power to levy taxes as we see fit, as long as
we have no heirarchy to help us becane better informed, as long as
we have a 100 percent grant financed budget, why should we try to do
serious budgeting? We sinmply ask for anything we need, as much as
we cun think of and wait, without too many illusions, for Cairo to
provide it. When Cairo decides we are ready and mature, then we
will be rcady to show them. Meanwhile we will state our needs and
do no more. Right now we are giving Cairo the benefit of the doubt
that they are doing their best to sclve enomous national problans.
But if w2 ever discover that we are being dealt with in an unfair
way, then we will do samething about jt.,"

In any event, the request for capital expenditures of the city are
catpiled by the city executive council and sent to the governorate.
These arc assambled by the chief planning officer who presents them
to the executive council. Since the counci) includes all the
dircctors who have reecived their guidelines from Cairo, it would be
possible to make adjustients at this level to make it confonnmore
closely with the wmounts that are likely to be approved in Cairo.
lowever, such chunges in the proposed budget are subject to
acceptance by the elceted council of the governorate. 1t often
insists that the "needs of the peuple" should go all the way to
Cairo and be at least scen there, <cven though the likelihood of
ucceptance is ramte.

5
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1t appears, from exanination of the records nude available that

althouzh B\ 3 heagquarters "approved" budgets reach the governorate

on tinw for the beginning of the fiscal year, the other expenditures
of B\B 3 (i.e., thosc budgeted through the ministries in (airo) are
not nade available until sanctime after the beginning of the fiscal
year. These appear in the records after the beginning of the year
as elements of the "adjusted approved" amounts,

In the final eccounting for the year, the governorate shows for BAB
3 the originul appropriations consisting solely of the headquarters
portion. The "amended" appropriations show the adjusted
headquarters anounts as well as the amounts eventually allocated
from the ministries in Cairo. (No trace is available as to the
tines at which such ministerial appropriations are providéd to the
governorate and the extent of adjustments therein during the fiscal

year, if any:)

In sumuary, it seans that the annual capital planning process is
nurked by major irrationalities:

The entire process of project initiation is based upon the
perceived necds as stated by the village-councils, the
U110|pallt1es, the markaz, and the governorate itsclf.
It is conplicated by the fact that essentlally it is a
caipilatien of requests from these various sources,
including the directorates within the governorate, without
any meaningful, strong, and effective coordinated
planning. The general attitude seans to prevail to the
effect that this is an opportunity to participate in an
essential political process of assuring everyone that his
requests have been properly transmitted to the central
goverment. None is willing to assume responsibility for
attampting to bring the list of reguests into any basic
integrated whole or to provide a canprehensive plan wi thin
each markaz and governorate.

B. 1t is carricd out without the advantage of long-term
carprehensive operating programs and program objectives
and also without the benefit of canprehensive physical
developinent plans for the urban area. (Recognition of the
need for such plans for such plans_has been f{orthcaming
from two sources: the General Organization for Physical
Planning (¢OPP), which is preparing conprchensive physical
developiwnt plans for Menia and Beni Suef and, the
Govenror of Fayoum who sponsored a 20-~ycars development
plan for the city of Fayoun.)
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C. Except for the relatively snetl]l "headquarters” elemnent of
the capital plan, there is little evidence of useful
interface at the local or national levels hetween the
various projects being pursued.

D. The entire process is acconplished without it being fitted
into any framework of fiscal discipline, i.e., within any
definition of funds likely to be available. It is also
done without the benefit of effective prieing techniques
for many itens, especially the more complex projects.

The examination of the budget by the executive council of the
governorate should be the point at which the proposed budget could
be nude into one integrated planning document for the entire
governorate. This could also be made in the light of allocations
under the 5-years plan and within budgetary guidelines of the
central goverment. It would optimize the response to the priority
needs of the governorate. At the same time, governorates and local
units should rctain the right to set forth needs that eannot be
accamindated within either the five year planned amounts or current
fiscal guidelines. Only by such method can such necds be presented
to policy-making levels. The reasons why it seens difficult to
achieve this result do not inelude any inability of the local people
to minage their own affairs. Training, appropriate staffing, and
the existence of a nanaganent infonmmation systcm at the local level
would cnable elected officials to perfomn a very credible planning
and budgeting function. However, the powerful grip that is held
over the processes of budgeting by the Cairo bureaucracy would
probably not penuit this, except under strong ministerial pressures.

Approved Capital Budget

The approved capital budget items for the governorate can be divided
into four general categories.

1. The governorate receives a lunp-sun amount for its
headquarters capital expenditures with sane guidelines as
to how it should be distributed among various functions.

b. The central ministries with dircctorates at the
governorute level receive gross agunts for capital
expenditures for their respective functions and make
allocations there from to the directorates within the
governorates,
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c. The other ministries and independent agencies receive
gross anounts for capital expenditures for their functions
and subsequently make deterninations of the anounts to be
used for projeets to carried out in the respective
governoretes.,

d. The gavernorates are provided with some funds for various
economiic investments. (In Exhibit A-1 the amounts arc
shown in the final category of presentation).

For the headquarters, the allocution to the goverorate by function
(or proect cetegories) is distributed emong nurkaz and local units
by the governor and his executive and elected councils. For the
directorates in each governorate, allocations are generally made by
the ministries, in lunp-sum amounts, with distributions being worked
out largely by the dircctorates subject to approval by the Executive
Council and the Elected Council. For the economice investment
projects, the allocations to cach governorate are on a project (line
item) busis; they cunnot be used for other than the specified
projects. For the independent agencies and the governorate are
detenuined Ly than, freguently after consultation with the governor.

Conelusions

uny of these deficiencies in planning arise from the abscnce of
nunageieat infometion systens at the local level, so essential to
the proper plannim und aduninistration of the functions of jocal
sovermient tiet are dependent upon physieal infrastructure. Most of
the canplex elencnts of desimn are essigned to the central
ministries or specinlized agencies in Cairo. Operuting officials
are frequently annzingly eble to keep the systan in good opcrating
condition; however, their expertisc is likelv to be more nechanical
than in the planning evaluation ospeets of adninistration. [Even so,
this expertise seans to be little utilized in the planning and
design r.ooccess.

With a good nmnagurent information systan, the local jurisdiction
would Le uble to develop a long-tenmn canprehensive operating plan
and program for the perfonnance of the required services as well as
a long-te!mm physical development program under which the camwnity
would exepet to build and/or coiplete the negded infrastructure.
The AXP is attempting to develop canprehensive physical development
plans for Menia and Beni Suef. In Fayoun a conprehensive plan is
Leing developed under contract with the University of Cairo. These
arc useful scrvices; however, there work out the mesns of execution
of the proposed camnprehensive physical development plan or to mike
adjustments in the sehcdules for execution due to unforeseen
development s, . '

ot
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Until and uniess & new gpprouch to planning is achieved at the local ~
level and the planing officers are appropriately qualified for the
tasks implicit in their job titles, it is likely that both the
five~-year planning and the annual planning processes will be little
more than unproductive paper exercises, of limited utility at
decision-making levels in Cairo.

A more fundaunental problem arises in connection with the duality of
the process of planning at the governorate and local unit levels.
With the officials responsible for delivery of most local services
having heaby responsibilities to their counterparts in the Cairo
ministries, the ability of any local planning pr-cess to coordinate
these largely independent operations is limited. It happens only
when the governor is very powerful politically and is able by the
force of his personality and political position to enforce
coordination. Within the present frarework, there is insufficient
reward for him to risk the full use of his authority upon this
course,

-
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Waiver of Fixed Amount Reimbursement (F.A.R.) Financing Limitations

The Project contemplates a significant amount of commodity procurement
from local stocks to be made by the GUE - participating entities with
Eaqvptian peounds purchased with Project furnished dollars. Thesz2
purchases will be made in accordance with AID policy set forth in A.I.D.
Handbook 1, Supp B, Ch. 20 "Fixed Amount Reinnbursement”.

In order to meke effective use of this F.A.R. feature of this project it
will ke necessary to waive at the outset cn a blanket basis one
restriction pertaining to the purchase of imported shelf items of AID
Code 935 origin otherwise permitted under AID H.B.1l, Supp B, Ch. 18.

Ch 20 requires that source waivers be obtained when the estimated value
of Code 935 origin commodities procured to carry out the FAR component of
the activity exceeds 25% of the estimated total cost of the commodities
elerant of the FAR activity. It is expected that the total costs of such
Code 935 comrodities to be proclred locally will exceed 25% of the total
cormodities required for the F.A.R. element of the Project. Ch 5
establishes criteria upon which a source waiver may be granted. Although
Ch 20 is not clear on this point, it is probable that A.I.D. in order to
exceed the 25% FAR limitation should execute a source waiver in the same
manner that it does in order to exceed the similar 10% limitation under
AID H.B. 1, Supp B, Ch 20 for Local Cost financing. For the reasons
explained below, a source waiver appears justifiazble as recognition of a
circumstarce critical to the success of Project objectives, one criterion
(Ch 5B 4b7) established by AID as justification for a source waiver.

The supporting rationale for this blanket waiver centers about the major
emphasis on decentralized local procurement of services and commodities.
The nature of the project purpose which seeks to promote decentralized
management and implementation of many sub-activities makes it necessary
to pass on a wide range of procurement actions to the participating
cities. The project will encourage the GOE to allow the cities to make
their own decisions regarding the final definition of projects they
undertake and, within the confines of sound technical, economic, and
finarcial viability, permit implementaticn including procuremant, free
from the constraints of the central government. For AID to pass on to
the GOE a set of local cost limitations wculd not be consistent with the
scope or the spirit of this project. Moreover, there is a practical
reason to waive the limitation for local cost financing. Egypt has had
little commerical contact with the United States over the last 25 years,
thus Egypt has not been a traditional trading partner of
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the United States, and US origin material of the tvpe which would be
curchased locally, off the shelf, under this Project is not generally
available here. We expect that a majority of the gocds and services ‘
procured will have Egyvptian source ané origin but a significant number of
transactions would undoubtedly involve goods having their origin, but not
source in AID Code 935 countries, as Western Burcpe and Japan both
constitute major suppliers of goods to Egypt. Thus, given the
decentralized rature of emphasis of project procurement, and the types of
comradity procurment contemplated the 25% total amount limitation for FAR
cermodities must be waived if the project is to proceed in effective
fashion. If this is not done, the Mission will be faced with a
requirement. of making literally hndreds of special transaction by
transaction waivers. Waiving in blanket fashion the enumerated
limitation will enable the Project crocurament to prcceed expeditiously
and greatly support the decentalization emphasis of the Project.
Recormendation: -

Vie reccmmend at the outset of this project that recognition be given to
the complex and extensive decentralized procurement requirements of thig
activity and that a waiver be granted to Chapter 20 of A.I1.D. Handbook 1,
Supp E which will permit procurement in Egypt of commodities of Code 935
origin withcut regard to the 25% limitation.

The waiver and necessary certification have been included in the
authorization for the Project.



PROCUREMENT SOURCE WAIVER
DRAFTED: NE/TECH/SARD, John V. D. Lewis

INITIALED: > 2.V4

WAIVER CONTROL No. : NE-81-039

PROBLEM: Request for Procurement source/origin waiver from Geographic Code
000 (U.S. only) to Geographic Code 899 (Free World).

a) Cooperating Country: Egypt
b) Authorizing Document: 263-0127

d

(a)
(b)
(c) Project: Provincial Cities Development
(d) Nature of Funding: Grant

(e)

Description of Goods: General/miscellaneous construction materials
and equipment

e

(f) Approximate Value: $10,000,000
(g) Probable Source/Origin: Egypt/Free World (Geographic Code 899)
(h) Source Waivers Granted for Procurement of Imported Shelf Items

DISCUSSION: The Project contemplates a significant amount of commodity procure-
ment from local stocks to be made by the GOE - participating entities with
Egyptian pounds purchased with Project furnished dollars. These purchases will
be made in accordancewith AID policy set forth in A.I.D. Handbook 1, Supp B, Ch.
20 "Fixed Amount Reimbursement".

In order to make effective use of this F.A.R. feature of this project it will be
necessary to waive at the outset on a blanket basis one restric¢tion pertaining
to the purchase of imported shelf items of AID Code 935 origin otherwise permit-
ted under AID H.B.1, Supp B, Ch. 18.

Ch 20 requires that source waivers be obtained when the estimated value of Code
935 origin commodities procured to carry out the FAR component of the activity
exceeds 25% of the ectimated total cost of the commodities element of the FAR
activity. It is expected that the total costs of such Code 935 commodities to

be procured locally will exceed 25% of the total commodities required for the
F.A.R. element of the Project. Ch 5 establishes criteria upon which a source
waiver may be granted. Although Ch 20 is not clear on this point, it is probable
that A.I.D. in order to exceed the 25% FAR Timitation should execute a source
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waiver in the same manner that it does in order to exceed the similar 10% limita-
tion under AID H.B. 1, Supp B, Ch 20 for Local Cost financing. For the reasons
explained below, a source waiver appears justifiable as recognition of a cir-
cumstance critical to the success of Project objectives, one criterion (Ch 5B
4b7) established by AID as justification for a source waiver.

The supporting rationale for this blanket waiver centers about the major emphasis
on decentralized local procurement of services and commodities. The nature of

the project purpose which seeks to promote decentralized management and implementa-
tion of many sub-activities makes it necessary to pass on a wide range of procure-
ment actions to the participating cities. The project will encourage the GOE to
allow the cities to make their own decisions regarding the final definition of
projects they undertake and, within the confines of sound technical, economic, and
financial viability, permit implementation including procurement, free from the
constraints of the central government. For AID to pass on to the GOE a set of
Tocal cost limitations would not be consistent with the scope or the spirit of
this project. Moreover, there is a practical reason to waive the limitation for
local cost financing. Egypt has had 1ittle commercial contact with the United
States over the last 25 years, thus Egypt has not been a traditional trading part-
“ner of the United States, and US origin material of the type which would be
purchased locally, off the shelf, under this Project is not generally available
here. We expect that a majority of the goods and services procured will have
Egyptian source and origin but a significant number of transactions would undoubt-
edly involve goods having their origin, but not source in AID Code 935 countries,
as Western Europe and Japan both constitute major suppliers of goods to Egypt.
Thus, given the decentralized nature of emphasis of project procurement, and the
types of commodity procurement contemplated the 25% total amount limitation for
FAR commodities must be waived if the project is to proceed in effective fashion.
If this is not done, the Mission will be faced with a requirement of making
literally hundreds of special transaction by transaction waivers. 4Yaiving in
blanket fashion the enumerated limitation will enable the Project procurement to
proceed expeditiously and greatly support the decentralization emphasis of the
Project.

We recommend at the outset of this project that recognition be given to the com-
- plex and extensive decentralized procurement requirements of this activity and
that a waiver be granted to Chapter 20 of A.I.D. Handbook 1, Supp B which will
permit procurement in Egypt of commodities of Code 935 origin without regard to
the 25% limitation,

The waiver and necessary certification have been included in the authorization
for the Project.

PRIMARY JUSTIFICATION: Miscellaneous off-shelf imported materials and equipment
which have their origin in AID Geographic Code 899 countries are essential to
the Tocally executed subprojects in this AID-financed decentralization project
using local cost financing. Because of this, a source waiver is justified per
Handbook 15, Chapter 2B6a(1)(g).

CERTIFICATION: Exclusion of procurement from Free World countries other than

the cooperating country and countries included in Code 941 would seriously impede
attainment of U.S. foreign policy objectives and objectives of the foreign as-
sistance program.

——
\
—
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AUTHORITY: Authority to waive ' the provisions as requested herein is contained
in IDCA Delegation of Authority No. 1. This waiver request is in accordance
with policies and procedures cited in Handbook 1, Supplement B, Chapters 5B4d
and 18A4b. -

Clearances: .
GC/NE:T. Carter e Date: ¢ 2elw
SER/COM/NE:R. Looper /27— Date: AJQEEQE/
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RECOMELDATION TO AUTHORIZE PURCESE OF LOCAL CURRENCY WITH DOLLLZR

Over the life of the Project, $75,000,000 will be used to support F.A.R.
construction activities for the three Provincial Cities and local '
currercy expenditures for specific items in support of this project. It
is envisionecd that local cost financing will be made available to the
governorates/cities through the Ministry of Planning for project
impler=ntation for dishusrsement in accordance with the agreerents
reached batween USAID and GOE in the Project Acreement and subsequent
letters of implementation.

One reason for authorizing local cost financing is that this represents
an additional real rescurce to the Egyptian economy ard provides an
incentive for the Egyptian Government to implement new initiatives that
otherwise it might not be able tc undertake. The use of existing U.S.
owned local currercy to fund local costs of censtruction and related
commodities would add no additivpnal real resources to the econcmy. Given
the GOE's need to restrict the growth in the money supply to ccrrespond
to the growth in real resources ir the econcmy, the inflationary impact
of using U.S. - owned local currency would have to be offset by reduced
GCE disbursements of other programs.

Consecaently, if U.S. owned local currency were used for all the Egyptian
pourd costs associated with this project, it is doubtful that the GOE
coulé enter into this agreement, since they would have to sustain
budgetary cutbacks in other areac. Given the above considerations and
the fact that the Provinical Cities Developiment Project is ccnesistent
with the Congressional merdate of the Foreign Assistance Act to undertake
activities designed to improve the economic position and quality of life
of the poor majority and will have an important impact in the Provincial
Cities of Menia, Beni Suef, and Fayoum, we have concluded that local cest
financing should be authorized.

The Mission has considered the use of U.S. owned Egyptian Pounds to
finance these local currency costs. However, because of the high level
of activity in Egypt over the past three years all U.S. owned local
currency has been programied and there is none available for this

. Project. The allocation plan which was submitted hy the U.S. Embassy,
did not include this Project. TFurthermore, if U.S. owned Egyptian Pounds
were made available to this Project, there would be an inevitable
inflationary impact on the Egyptian economy which would probably provoke
a corresponding reduction in further A.R.E. disbursement against other
priority activities. Accordingly, to carry out the Project it will be
necessary to purchase Egyptian Pounds with AID Dollars.

Based on the foreuning, USAID requests that it be determined that local
cost financing with dollar appropriations be authorized in accordarce
with Section 612 (b) of the Foreign Ascistance Act. The authorization
contains the necessary determination.

\/\ '\\
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' k”“ TACTLITY “ANAGSMENT: (3) DETAILED JUSTIFICATIONS VOR
;mHF SPEICIFIC TYFES OF SKI LLS TO BE DEIVFILOPED AT THI LOC
TLIVIL TEROUAT PROJELT FUHDID TA Aﬁb T”INIWJ: (C) &
RETVITY OF ADMIN ISTRATIVE GETIONS FOR JAINING CENTRAL
AUTEORITY SUPFORT FCR FROJZCT #XF0% TQ (INCLUDING WRITTEN
”OVVIT‘-'MQ TP POSSI2LT); (D) A SCOP2E QF WORW FOR THE
YERALL/GINIRAL TA TOQ TE FOUNDED BY THIS PROJECT WITH
AN ASSFCSWENT OF THE SUITARILITY OF USING AN A/E CON-
SUTLTANT FOR TYIST SIRVICES (FTI: THZ NEnC WAS SKXEPTICAL
TEAT AN ENGINEERING FIRM LLONE WOULD BE TEE B=ST SOURCE
TOR ™A M SUCY ZTY AREAS AS FINANCIAL MANAGEMENT, PERSON-
MTT MANAGTIENT, ORGANIZATIONAL DEVZLOPMENT, ETC.. A
REVIEY OF THE EOYLE ~A. YOUKG TA CONTRACT FUNDED UNDER
oeZ-¢10@ COULD IF USTFUL BTRE): (E) AN ANNUAL EVALUATION
DLAN TFSIGNED TO MTASURE CHANGES [N MUNICIPAL MANAGEMENT
AND TTAENINAL CAPARILITY AS A MEANS TO DIRECTING SUE-
OROJVCT FUNDS ONLY TO CITIES MAXING SUFFICIENT PR0GRISS
IN CAPACITY EUILDING.

4, TUT NEAL NOTED THAT THE PID CONTAIMED SOME INCON-
STSTENCIES REGARDING THE REZLATICN OF QYSTEMS MASTZIR
DLAMNING KYD AONMSTRUCTIAZN DISTURSIMEINIS. LAC S‘GG?ST&
TEZ PHASING OF IMPLEMENTATION TA<E MASIMUM ADVAH“A 5 0OF
*XISTING PLANS ALREADY "ON T¥Z SIELF AND IMPLEMENT TEOS~
mEAT ART SUFFICIEMNTLY DEVEILOPEL 7O PIRMIT REASONASLE CosT
PITIMATES &HD TRCSMICAL ASSESSMENTS, PP IMPLEMEINTATION
DLANS SPOULD RT DUSIGMED AROUND CAREFUL ASSVCQ“VWTD oF
TLOCAL MANAGEMENT/TECENICAL CAPACITY (SEZE 2 AZQVE) AND
PROGRESS IN DECEYNTRALIZING FISCAL RESPONSIZILITIZS (SEE

o AROVF), MASTTR DPLANS SYOULD 23Y DIVELO2ED IN TANDEM
wITd INITIAL, LIMITED SUB-PROJICT IMPLEIMENTATICN AND

QUENT SUB-PROJECT IMPLZ-

(2]

~}

QLD BT USER TO COWNTROL SUBS
4

&, TA¥ Ntac FTLT TIAT T2 EP SZOULD DEIVOTE SIGNIFICANT
ATTTNTION TO RENTFICIARY ANaTVSIS. IN PARTICULAR, al-
TENTION 532ULD EF PLID T0 ASSURING THAT TIE INFRASTRUCTURE
SUI-PROJFATS PROVIDT MAIIMUM BEVEIFITS TO THZ URSTAN POOR

IN FACR CITY. THE PP SHOULD EYAMIME TZE SOCIAL [M2ACT OF
ROTP DTCEMTRALIZATICN AND THE INDIVITUAL INFRASTRUCTURE
SUT-PROJECTS

R, WEBTILT T4% NZIAC AGET:D WITH “I SICN R
NIoeAT ~QUTRALTING IT IS SUGGESTED TEAY % ASS3SS T2
MISSICN STAFPTING IMPLICATIONS 07 AN AID-ZIRECT TA/4 AND
T CONTRACT, MISSION MAY %ISE TO CONSITEIR ALTZANAT VV
TGRMQ OF F)OST ROUNTAY CONTACTLING CONSISIPANT WITI T2
DZOJECT’S DUCENTEATLIZATION GOALS. IN TZE ZVENT Ti%* TEE
PP RECOMMENDS AIN-CIRECT CONTRACTINCG, THIN IT SEOYLD
ALSO INTIGATT HOW MISSION STAFF WILL 5T ALLOCATED TO
MATAGE TAF COMTRACT. SIMITARLY, TdZ PP S3ICULD SPELL OUT

ATIONELE Z0R
132
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nHCLASSITIED SPLTZ 74242
moT STATTING TMPLICATIONS OF TEZ Sy3-?RCJECT 4 AND 3
CONTEACTING ANT WHETZZE? Tr1s WILL ET AARANGED TIR0UGH
waay N3DNTIS CY TET ~ZpTasl T8 GORTRACT OR INDIVIDUAL
TAST LOURTIRY CoNTRASTS, THE NETAC w45 CCHCITANED TZaT
MISSION INGIWETIRS 431 £1RrADY HTAVILY COMMITTED AN

FOLTALATINSG TOR THIS =35 JZCT SHOULD EE L£RRANSEID TO
MINIMIZT ADDED DTHAND TOR THIS SCARC3T RISCURCE.

1%

7, TRE XFAC SNGGTSTS TIAT THE ENTIRE DOLS 83 MIssIoN LOP
THMDING TE ACHSIDTRID TCR CRLISATION IN 7Y 81. THRE NEAC
TTLT TEAT TRE #1551CN S3OULD TSUAZT PROPER USET OF THE
Tiivps ¥Y TET MUNIFIPALITIES TUICUSE APPROPRIATE CONTROLS
cUCF AS CP’S TC er(UINTIAL DISRURSEMEINTS, ANNUAL
MANLGEWENT/TECANICAL TYALUATICHE MEASURIS OF PROGRESS IN
nEATUTEALIZING FISCAL R:3PONSIBILITY, DEZTAILED SUB-
PFIJTAT RETVIZVE, TTo.. WO SIGNIFICANT PURPOSE APPZARS TO
oy STRVED =¥ SELITTING TELD OETIGLTICN IWNTO T¥O PARTS SO
104G AS TET F? INCCRIPARATE TTTECTIVE CONTROLS OVER
QTQUINTIAL 23-ROJECT COMMITIMENTS. sl
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